


86TH CONGRESS HOUSE OF REPRESENTATIVES REPORT 
lst Session No. 961 


AUTHORIZING THE SALE OF CERTAIN TRIBAL LAND OF 
THE LAC DU FLAMBEAU BAND OF LAKE SUPERIOR 
CHIPPEWA INDIANS, WISCONSIN 


AvaustT 24, 1959.— Committed to the Committee of the Whole House and ordered 
to be printed 


Mr. Hatey, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany H.R. 6136] 


The Committee on Interior and Insular Affairs, to whom was re- 
ferred the bill (H.R. 6136) to authorize the sale of certain tribal land 
of the Lac du Flambeau Band of Lake Superior Chippewa Indians, 
Wisconsin, having considered the same, report favorably thereon 
without amendment and recommend that the bill do pass. 


PURPOSE 


The purpose of H.R. 6136, introduced by Representative O’Konski, 
is to authorize the sale of certain tribal trust land belonging to the 
Lac du Flambeau Band of Lake Superior Chippewa Indians of Wis- 
consin in order to perfect titles and resolve conflicts or disputes in 
boundaries caused by erroneous surveys dating back to the 1860's. 
Approval of each transaction by the Secretary of the Interior will be 
required and sales may be made at not less than fair market value. 


NEED 


Enactment of the bill will provide a means, which is now lacking, of 
resolving ownership controversies between the band and individuals. 

A specific example of such a controversy is one stemming from an 
error in a survey which omitted a tract of about 51 acres. Although 
claimed by the band, five individuals have occupied and constructed 
extensive improvements on 44 acres of this tract. The occupants 
desire to perfect their titles by purchasing the tract from the band at 
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fair market value. The tribal council adopted a resolution requesting 
legislation which would authorize this purchase. 


COST 


Enactment of H.R. 6136 will involve the expenditure of no ap- 
preciable amount of Federal funds. 


DEPARTMENTAL REPORT 


The favorable report of the Secretary of the Interior dated June 12, 
1959, is as follows: 


U.S. DepartMeENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., June 12, 1959. 
Hon. Wayne N. AsprNnatt, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D.C. 

Dear Mr. Asprnati: Your committee has requested a report on 
H.R. 6136, a bill to authorize the sale of certain tribal land of the 
Lac du Flambeau Band of Lake Superior Chippewa Indians, Wisconsin, 

We recommend that the bill be enacted. 

The bill authorizes the Lac du Flambeau Band of Lake Superior 
Chippewa Indians, with the approval of the Secretary of the Interior, 
to sell any tribal trust land or interest therein for the purpose of per- 
fecting land titles and resolving conflicts or disputes in boundaries 
caused by erroneous surveys. Sales could be made at not less than 
fair market value. 

The land within the Lac du Flambeau Indian Reservation was 
originally surveyed during the 1860’s and allotments were made to 
individual members beginning in 1886. Most of them were made 
during the 1890’s. In recent years it has been ascertained that errors 
were committed at the time the original surveys were made. As a 
result of these errors controversies have arisen over the boundaries 
between parcels of land owned by the band, individual Indians, and 
non-Indians. Some fictitious waterfront boundaries that were 
ascribed to subdivisions in the original surveys resulted in the omis- 
sion of certain tracts of land. We believe that equitable title to such 
omitted land is vested in the band. 

Controversies between individual Indians and non-Indians may 
ordinarily be settled by the individuals through negotiation or court 
action, as there is adequate authority for the sale or exchange of 
individually owned trust or restricted Indian land. Controversies 
affecting land owned by the band, however, are more difficult to 
resolve because of the lack of authority for the sale of such land. 

The principal immediate problem involving the land of the band 
arises out of error in an original survey whic h omitted 50.96 acres of 
land. ‘This land is claimed by the band. However, because of the 
erroneous survey five individuals have occupied and constructed 
extensive improvements on 44.42 acres of the omitted land. A 
transfer of the band’s interest to the occupants would be the most 
feasible method of settling the title question. The occupants desire 
to perfect their titles by purchasing the land from the band at the 
fair market value. The tribal council of the band adopted a resolu- 
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tion requesting legislation which would authorize such sales in this 
one case. 

Aerial photographs indicate the existence of other parcels of land 
that were omitted from the surveys, and the bill is broad enough to 
permit these problems to be cleared up by a conveyance of the band’s 
interest in the land. 

The Bureau of the Budget has advised that there is no objection 
to the submission of this report to your committee. 

Sincerely yours, 
Rocer Ernst, 
Assistant Secretary of the Interior. 


COMMITTEE RECOMMENDATION 


The Committee on Interior and Insular Affairs recommends the 
enactment of H.R. 6136. 
O 








86TH CoNnGRESS HOUSE OF REPRESENTATIVES {' Rerort 
1st Session No. 964 





AMENDING TITLE XI OF THE MERCHANT MARINE ACT, 1936, 
RELATING TO FEDERAL SHIP MORTGAGE INSURANCE, IN ORDER 
TO INCLUDE FLOATING DRYDOCKS UNDER THE DEFINITION 
OF THE TERM “VESSEL” IN SUCH TITLE 


Auaust 24, 1959.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Bonner, from the Committee on Merchant Marine and Fisheries, 
submitted the following 


REPORT 


{To accompany S. 107] 


The Committee on Merchant Marine and Fisheries, to whom was 
referred the bill (S. 107) to amend title XI of the Merchant Marine 
Act, 1936, relating to Federal ship mortgage insurance, in order to 
include floating drydocks under the definition of the term ‘“‘vessel’’ 
in such title, having considered the same, report favorably thereon 
without amendment and recommend that the bill do pass, 


PURPOSE OF THE BILL 


S. 107 would amend title XI of the Merchant Marine Act, 1936, so 
as to include floating drydocks among the type of vessels eligible for 
Federal ship mortgage insurance in order to facilitate their construc- 
tion through private financing. 

Your committee recognizes that the trend today is toward buildin 
larger tankers and bulk carriers in our merchant fleet. The increase 
deadweight tonnage capacities of these vessels, ranging from 45,000 
tons or more, make it impossible for maintenance and repair require- 
ments to be handled by presently available facilities. As a matter of 
fact, there is no large floating drydock on the west coast, and only 
one, located in New York, on the east coast, which could possibly 
serve large vessels such as those mentioned above. 

While it is true there are fixed facilities which could handle repair 
and maintenance work, these facilities are for the most part engaged 
in the construction of new vessels, with little or no time remaining to 
be allocated for repair and maintenance work. 
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In addition to the commercial need for these floating drydocks, the 
following statement in the report furnished by the Department of the 
Navy on H.R. 325, companion bill to S. 107, is to be noted: 


As there may be a possible mobilization deficiency of 
floating drydocks in a future emergency, this Department 
would favor legislation which would encourage the building 
of additional floating drydocks. 


Due to the fact that the construction of floating drydocks requires a 
very high fixed capital investment, it is necessary, in order to secure 
their construction, that there be available financing at reasonable cost. 
Recent market fluctuations in the ship construction and ship repair 
field make it very difficult to secure financing at reasonable rates. 
Consequently it is necessary for the larger vessels being constructed 
now to be repaired in foreign yards; or, in the alternative, to con- 
struct floating drydocks abroad and bring them into the United States 
to service these vessels. In the opinion of your committee the most 
desirable course would be to amend title X1 in order that the mortgage 
insurance provisions would be available to reduce the present high- 
cost finance rates. 

A similar bill was considered by your committee and passed the 
House in the 85th Congress, 2d session. Testimony at hearings in 
this session reaffirmed the basis upon which your committee took 
favorable action in the last Congress. 

This bill, S. 107, differs from its House companion bill, H.R. 325, 
inasmuch as it was amended in the Senate to limit the size of floating 
drydocks eligible for the benefits of mortgage insurance to those of 
“35,000 or more of lifting tons and a beam of 125 feet or more between 
the wing walls.” ‘The purpose of this amendment was to insure that 
the facilities constructed with the aid of title XI mortgage insurance 
would be limited to those of the type dictated by the commercial and 
defense needs for building and repair facilities for the very large type 
vessels. It is in this category that adequate facilities are least avail- 
able in this country. Your committee, in reporting S. 107, views 
with favor the amendment included in the Senate bill. 


AGENCY COMMENTS ON COMPANION BILL H.R. 825 


The report of the Department of the Navy recommended that the 
legislation be enacted to overcome a possible mobilization deficiency 
of drydocks in a future emergency. The Department of Commerce 
opposed the legislation. The Comptroller General offered no recom- 
mendations. 

The agency reports follow: 


DEPARTMENT OF THE Navy, 

OFFICE OF THE SECRETARY, 

Washington, D.C., Aprit.16, 1959. 
Hon. Hersert C. Bonner, 
Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives, Washington, D.C. 

My Dear Mr. CuarrMan: Your request for comment on H.R. 325, 

a bill to amend title XI of the Merchant Marine Act, 1936, relating to 
Federal ship mortgage insurance, in order to include floating drydocks 
under the definition of the term “vessel” in such title, has been assigned 
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to this Department by the Secretary of Defense for the preparation of 
a report thereon expressing the views of the Department of Defense. 

This bill would amend the Federal ship mortgage insurance title 
of the Merchant Marine Act, 1936, to include “floating drydocks” 
within the definition of ‘‘vessels’’ for the purposes of that title. 

As there may be a possible mobilization deficiency of floating dry- 
docks in a future emergency, this Department would favor legislation 
which would encourage the building of additional floating drydocks. 
As the subject matter of H.R. 325 is primarily the responsibility of 
the Department of Commerce, the Department of the Navy on behalf 
of the Department of Defense defers to the views of the Department 
of Commerce on the desirability of H.R. 325 as a means of increasing 
the number of floating drydocks that would be available upon mobili- 
zation. 

This report has been coordinated within the Department of Defense 
in accordance with procedures prescribed by the Secretary of Defense. 

The Department of the Navy has been advised by the Bureau of 
the Budget that there is no objection to the submission of this report 
on H.R. 325 to the Congress. 

Sincerely yours, 
Joun S. McCann, Jr., 
Rear Admiral, U.S. Navy, 
Chief of Legislative Liaison 
(For the Secretary of the Navy). 





THE SECRETARY OF COMMERCE, 
Washington, April 22, 1959. 
Hon. Hersert C. Bonner, 
Chairman, Committee on Merchant Marine and Fisheries, House of 
Representatives, Washington, D.C. 

Dear Mr. CuarrMan: This letter is in reply to your request of 
January 14, 1959, for the views of this Department with respect to 
H.R. 325, a bill to amend title XI of the Merchant Marine Act, 1936, 
relating to Federal ship mortgage insurance, in order to include float- 
ing drydocks under the definition of the term “‘vessel” in such title. 

he bill, by amending sections 1101 and 1104 of title XI of the 
Merchant Marine Act, 1936, as amended, would make eligible for 
Federal mortgage and loan insurance loans and mortgages made to aid 
in the construction, reconstruction, or reconditioning of floating dry- 
docks, subject, of course, to all other requirements of law as to elig- 
ibility for title XI insurance. 
eae ne does not recommend favorable consideration of 
the bill. 

Section 1 of the bill amends title XI of the 1936 act to include 
floating drydocks within the definition of ‘‘vessels’’ for the purposes 
of title XI. Section 2 of the bill amends sections 1104(a)(8) and 
1104(b)(2) of title XI (requiring the subject vessel be one designed 
primarily for ‘“‘commercial use’) to embrace within the term ‘“com- 
mercial use” construction, reconstruction, reconditioning, or repair 
of vessels by floating drydocks. 

H.R. 325 would constitute a radical expansion of the limits of title 
XI availability in the direction of Government guarantees of loans 
to the ship construction and ship repair industries. This goes clearly 
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beyond the present bounds of title II, which provides for Federal 
insurance of mortgages and loans for the construction of vessels only. 
A floating drydock is, of course, a specialized facility used in the re- 
pair of ships and not used in the transportation of goods or persons. 
A drydock does not come within the scope of the definition of the term 
“vessel” in section 3 of title 1 of the United States Code, which pro- 
vides that ‘“‘vessel’’ includes “every description of watercraft or other 
artificial contrivance used, or capable of being used, as a means of 
transportation on water.” Section 1101(c) of title XI of the Mer- 
chant Marine Act, 1936, provides that the term “vessel” includes 
“all types of passenger, cargo, and combination passenger-cargo car- 
rying vessels, tankers, tugs, towboats, barges, ard dredges docu- 
mented under the laws of the United States, and fishing vessels owned 
by citizens of the United States.” 

Even though floating drydocks are included as vessels under the 
bill, there remain other requirements of title XI which would have 
to be met by the vessel and by the mortgage submitted for insurance 
under title XI. A ship mortgage must be a preferred mortgage as 
defined in the Ship Mortgage Act, 1920, as amended. This requires 
U.S. documentation of the vessel in question, and requires in case of 
documentation for use in the domestic trade that the vessel be a U.S. 
citizen-owned vessel, with 75 percent of the stock interest vested in 
U.S. citizens free of any trust or obligation in favor of a noncitizen 
and free of any contract or other arrangement which would place 
control of the corporate owner in any person not a citizen of the United 
States. 

The amendment of ship mortgage insurance title XI to provide 100 
pen insurance was only made after very extensive and detailed 
egislative consideration of the importance and urgency of such provi- 
sion for Federal aid and guarantee in connection with the construction 
of ships. While there will be some need in the future for floating dry- 
dock facilities of larger capacity because of the increased tonnages of 
vessels under construction or planned for in the next few years (par- 
ticularly tankers and some bulk carriers), the Department does not 
believe that the present need would, from the national viewpoint, 
justify financial aid or guarantee by the Federal Government. 

We have been advised by the Bureau of the Budget that there 
would be no objection to the submission of this report to your com- 
mittee. 

Sincerely yours, 
Freperick H. MvusELLER, 
Under Secretary of Commerce. 





ComprTroLLeR GENERAL OF THE UNITED Sratss, 
Washington, February 3, 1959. 
B-127638. 
Hon. Hersert C. Bonner, 
Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives. 


Duar Mr. Cuarrman: Further reference is made to vour letter of 
January 19, 1959, acknowledged on January 21, requesting the com- 
ments of the General Accounting Office concerning H.R. 325, 86th 
Congress, Ist session, entitled ‘‘A bill to amend title XI of the Mer- 
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chant Marine Act, 1936, relating to Federal ship mortgage insurance, 
in order to include floating drydocks under the definition of the term 
‘vessel’ in such title.” 

We have no special information or knowledge as to the need for or 
desirability of the proposed legislation and, therefore, we make no 
recommendation with respect to its enactment. 

Sincerely yours, 
JosePH CAMPBELL, 
Comptroller General of the United States. 


CHANGES IN BXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as 
passed the Senate, are shown as follows (existing law proposed to be 
omitted is enclosed i in black brackets, new matter is printed in italic, 
existing law in which no change is proposed i is shown in roman): 


TITLE XI—FEDERAL SHIP MORTGAGE INSURANCE 
Sec. 1101. As used in this title— 


a) © © 2 
oS 


(c) The term ‘‘vessel”’ includes all types of passenger, cargo, and 
combination passenger-cargo carrying vessels, tankers, tugs, tow- 
boats, barges, and dredges documented under the laws of the United 
States, [and fishing vessels] fishing vessels and floating drydocks which 
have a capacity of thirty-five thousand or more lifting tons and a beam of 
one hundred and twenty-five feet or more between the wing walls. 

wee. ioe 

Sec. 1103. * * * 

Sec. 1104. (a) To be eligible for insurance under this title a 
mortgage— 

* x + 7 * 7 * 


(8) shall secure a loan made to aid in financing, including 
payment of loans previously made to finance, and reimbursement 
of the mortgagor for expenditures previously made for, construc- 
tion (including designing, inspecting, outfitting, and equipping) 
of vessels under title V of this Act, as amended, or the purchase 
by citizens of the United States of vessels for use on the Great 
Lakes pursuant to the Merchant Ship Sales Act of 1946, as 
amended, or the construction, reconstruction, or reconditioning 
(including designing, inspecting, outfitting and equipping), sub- 
sequent to the enactment of this title, of vessels owned by citizens 
of the United States which are designed principally for commercial 
use (a) in the coastwise or intracoastal trade; (b) on the Great 
Lakes, or on bays, sounds, rivers, harbors, or inland lakes of the 
United States; (c) in foreign trade; [or] (d) in the fishing trade or 
industry ; or (e) with respect to floating drydocks, in the construction, 
reconstruction, reconditioning, or repair of vessels. 

* * * * + * a 
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(b) (2) shall be made to aid in financing, including payment of 
loans previously made to finance, and reimbursement of the 
borrower for expenditures previously made for construction (in- 
cluding designing, inspection, outfitting and equipping) of vessels 
under title V of this Act, as amended, or for the construction, 
reconstruction, or reconditioning (including designing, inspect- 
ing, outfitting and equipping) subsequent to the enactment of 
this title, of vessels owned by citizens of the United States which 
are designed principally for commercial use (a) in the coastwise 
or intercoastal trade; (b) on the Great Lakes or on bays, sounds, 
rivers, harbors, or inland lakes of the United States; (c) in foreign 
trade; [or] (d) in the fishing trade or industry; or (e) with respect 
to floating drydocks, in the construction, reconstruction, recondition 
ing, or repair of vessels. 


O 








86TH CONGRESS HOUSE OF REPRESENTATIVES REpPoRT 
Ist Session No. 965 





CONVEYANCE OF LAND TO KEOSAUQUA, IOWA 


Avaust 24, 1959.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Cootry, from the Committee on Agriculture, submitted the 
following 


REPORT 


[To accompany S. 1453] 


The Committee on Agriculture, to whom was referred the bill (S. 
1453) to authorize the Secretary of Agriculture to sell and convey 
certain lands in the State of Iowa to the city of Keoseuqua, having 
considered the same, report favorably thereon without amendment 
and recommend that the bill do pass. 


PURPOSE 


This bill would authorize the Secretary of Agriculture to sell to 
Keosauqua, Iowa, at its fair market value, as determined by the 
Secretary of Agriculture, a tract of land containing 99.57 acres located 
partly inside and partly outside the city. 

The land was originally acquired by the United States from the 
Ancient Order of United Workmen of North Dakota in 1936 for a 
forest tree nursery to produce stock to replant lands in the Iowa 
purchase units planned to be acquired for national forest purposes. 
The Secretary of Agriculture reports that there is no further need 
for the land for this purpose. 

COST 


There would be not cost involved under this bill since the city 
would be required to pay the fair market value of the realty to be 
conveyed by the Secretary of Agriculture. 


NEED FOR LEGISLATION 


The 99.57 acres involved in this bill lies partly inside and partly 
outside the city. The Secretary of Agriculture states that the De- 
partment no longer needs this land for a forest tree nursery. 
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DEPARTMENTAL APPROVAL 


The Department of Agriculture recommends the enactment of this 
bill and an identical bill, H.R. 5442, by Mr. Schwengel. The De- 
partment’s report is as follows: 


DEPARTMENT OF AGRICULTURE, 
Washington, D.C., June 1, 1959. 
Hon. ALLEN J. ELLENDER, 
Chairman, Committee on Agriculture and Forestry, 
U.S. Senate. 

Dear SENATOR EvLENDER: This is in reply to your letter of March 
20, 1959, requesting the views of this Department on S. 1453, a bill 
to authorize the Secretary of Agriculture to sell and convey certain 
lands in the State of Iowa to the city of Keosauqua. 

We recommend that S. 1453 be enacted. 

This bill would authorize the Secretary of Agriculture to sell at fair 
market value and convey by quitclaim deed to the city of Keosauqua, 
Iowa, a tract of land containing 99.57 acres, more or less, located in 
Van Buren County, which was conveyed to the United States by the 
Grand Lodge of the Ancient Order of United Workmen of North 
Dakota in 1936. 

The tract was acquired by the United States from the Ancient Order 
of United Workmen of North Dakota in 1936 under authority of the 
Weeks Act of March 1, 1911 (36 Stat. 961), for a forest tree nursery 
to produce stock to replant lands in the lowa purchase units planned 
to be acquired for national forest purposes. Only a small area was 

urchased and there are no plans now for further acquisitions in the 
ocality. There is no longer a need for the nursery site. The tract is 
also a considerable distance from other national forest lands. 

The city of Keosauqua desires the tract to enlarge its sewage dis- 
posal plant and for a city park. The land is partly inside and partiv 
outside the city. It is well situated and suitable to meet the city’s 
needs. The sale of it to the city will serve a useful public purpose. 

The Bureau of the Budget advises that there is no objection to the 
submission of this report. 

Sincerely yours, 
True D. Morss, Acting Secretary. 


O 
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USE OF CUMBERLAND COUNTY, TENN., LANDS 


Ava. 24, 1959.—Committed to the Committee of the Whole House on the State 
of the Unicn and ordered to be printed 


Mr. Cootey, from the Committee on Agriculture, submitted the 
following 


REPORT 


[To accompany S. 1521] 


The Committee on Agriculture, to whom was referred the bill (S. 
1521) to provide for the removal of the restriction on use with respect 
to a certain tract of land in Cumberland County, Tenn., conveyed 
to the State of Tennessee in 1938. Having considered the same, 
report favorably thereon without amendment and recommend that 
the bill do pass. 

PURPOSE 


This bill would permit the State of Tennessee to make more effec- 
tive public use of 14.36 acres of a larger tract conveyed to it by the 
United States for State park or forest purposes. 


Cost 


The cost of this bill would be negligible. The 14.36 acres affected 
by this bill have previously been conveyed to the State of Tennessee 
for State park and State forest use only. This bill would authorize 
and direct the Secretary of Agriculture to convey all right, title and 
interest in the tract, subject to a public use requirement. 


NEED FOR LEGISLATION 


The conveyance is necessary to enable the State highway depart- 
ment to construct a garage on the 14.36-acre tract. 


DEPARTMENTAL APPROVAL 


The Department of Agriculture favors enactment of this bill and an 
identical bill, H.R. 5973, by Mr. Evins, with an amendment to show 
that the State holds under a deed from the United States of America 
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executed by the Secretary of Agriculture in 1938. This amendment 
was adopted by the Senate and is ine orporated in S, 1521 as reported 
herein. In :.ddition, the Senate added section 2 of the bill which re- 
stricts the use of the ‘conveyed land to public purposes. This amend- 
ment is also incorporated in the bill as reported herein. 

The committee has been informally advised by the Department that 
there is no objection to this amendment. The Department’s report 
on the bill is as follows: 

DEPARTMENT OF AGRICULTURE, 
OFFICE OF THE SECRETARY, 
Washington, May 27, 1959. 
Hon. Auten J. ELLENDER, 
Chairman, Committee on Agriculture and Forestry, 
U.S. Senate. 


Dear SENATOR EvuLeNnpeR: This is in reply to your request of 
March 25, 1959, for a report on S. 1521, a bill to provide for the 
removal of the restriction on use with respect to a certain tract of 
land in Cumberland County, Tenn., conveyed to the State of Ten- 
nessee in 1938. 

This Department favors enactment of the bill, provided it is first 
amended in lines 8 and 9 to show that the State holds under a deed 
from the United States of America executed by the Secretary of 
Agriculture in 1938. 

The bill authorizes and directs the Secretary of Agriculture to 
convey to the State of Tennessee all right, title, and interest of the 
United States in and to a tract of land containing 14.36 acres, more 
or less, in Cumberland County, Tenn. This tract is part of 1,299.84 
acres conveyed by the Government to the State of Tennessee by a 
quitclaim deed, dated June 29, 1938, for use for State park and State 
forest purposes only. This property is more particularly described 
as follows: 

“Beginning at a stake in the center of State Highway Numbered 28 
where the lands of Cumberland Homesteads and the lands of Cumber- 
land State Park corner and runs with the centerline of said highway 
south 45 degrees 12 minutes and 15 seconds east 177.73 feet to a stake; 
thence continuing with the centerline of said highway south 23 
degrees 38 minutes and 30 seconds east 755.40 feet to a stake; thence 
continuing with the centerline of said highway south 43 degrees 03 
minutes 15 seconds east 155.65 feet to a stake; thence leaving said 
highway south 44 degrees 13 minutes and 45 seconds west 600 feet 
to a stake; thence north 29 degrees 54 minutes and 00 seconds west 
1,073.90 feet to a stake; thence north 44 degrees 13 minutes and 45 
seconds east 600 feet to the beginning; containing 14.36 acres, more or 
less; being located at the northeast corner of the Cumberland State 
Park in Cumberland County, Tennessee.” 

The conveyance is sought primarily to enable the State highway 
department to construct a garage on the 14.36-acre tract. The 
remainder of the 1,299.84-acre tract will continue to be used for the 
purposes for which it was conveyed in 1938. 

The Bureau of the Budget advises that there is no objection to the 
submission of this report. 

Sincerely yours, 
True D. Morse, Acting Secretary. 
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EXTENDING THE TIME FOR COMMITMENT OF VESSEL 
CONSTRUCTION RESERVE FUNDS 


Aveust 24, 1959.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Bonner, from the Committee on Merchant Marine and Fisheries, 
submitted the following 


REPORT 


[To accompany 8S. 2013] 


The Committee on Merchant Marine and Fisheries, to whom was 
referred the bill (S. 2013) to amend section 511(h) of the Merchant 
Marine Act, 1936, as amended, in order to extend the time for commit- 
ment of construction reserve funds, having considered the same, re- 
i favorably thereon without amendment and recommend that the 

ill do pass. 
PURPOSE OF THE BILL 


S. 2013 would amend section 511(h) of the Merchant Marine Act 
of 1936, as amended, in order to afford shipowners additional time for 
commitment of construction reserve funds. Under section 511 of the 
act operators of vessels in domestic or foreign trade or in fisheries are 
permitted to set up a construction reserve fund, in which may be 
deposited earnings from vessel operations (and earnings from 
previously deposited construction reserve funds); proceeds from the 
sale of vessels and idemnities upon the loss of vessels. In respect to 
vessels sold or lost, no gain is recognized in the computation of net 
income if an amount equal to the net proceeds or net indemnity is 
deposited in the construction reserve fund. However, the tax basis 
of a new vessel purchased with such untaxed gain is reduced by the 
amount of the untaxed gain so used. 

The vessel owner must, within 2 years, commit for construction, or 
expend for the purchase of new vessels, the amounts deposited in the 
construction reserve fund. However, the date for obligating the 
funds may be extended for an additional 2-year period under regula- 
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tions prescribed jointly by the Maritime Administration and the 
Secretary of the Treasury. 

The proposed extension of time sought in 8S. 2013 will affect par- 
ticularly some $11,500,000 of reserve “funds of American-Hawaiian 
Steamship Co., including one deposit of $1,600,000, which would be 
required to be committed under present law by July 9, 1959. The 
balance of their deposits, some $9,400,000, must be committed between 
February and November in 1961. Even though, prior to passage of 
this bill, the date of commitment will have elapsed, the Secretary of 
Commerce would be authorized to grant further extensions, which 
would be effective as though the period of commitment had not 
elasped. 

Specifically, the bill would provide that until January 1, 1961, in 
addition to the extensions hereinbefore permitted, further extensions 
may be granted ending not later than December 31, 1961. It is further 
provided that the act shall take effect June 30, 1959, or on the date 
of enactment of the act, whichever date first occurs. 


NEED FOR THE LEGISLATION 


The American-Hawaiian Steamship Co. has been, since 1900, an 
important factor in the Nation’s coastal, intercoastal and Hawaiian 
trades. At the outset of World War | it operated about 25 percent 
of the total freighter tonnage under U.S. registry. These vessels w ere 
of great value to the war effort, as were the 32 large freighters made 
available to the Government by American-Hawaiian in World War II. 
Twenty-two of these vessels were lost in the war, or requisitioned for 
title by the Government, and the indemnities received for the vessels 
were inadequate for a vessel replacement program at the high postwar 
construction costs. 

After World War II, the company made several efforts to resume 
service, first, as agents for the Government, then with chartered ves- 
sels, later with vessels purchased from the Government. Finally, it 
embarked upon an ambitious program, intended to include 10 high- 
speed trailerships, but after expending almost $1 million for designing, 
found the construction costs too high for the program to be eco- 
nomically sound. In April of this year, application was made to the 
Maritime Administration for Federal mortgage insurance to cover 
four trailerships, modifications of earlier designs, for operation in 
intercoastal trade. Enactment of S. 2013 is necessary, however, to 
provide time for finalizing the vessel design and procuring the addi- 
tional financing that will be required. 


PROS AND CONS OF THE LEGISLATION 


Extension of the period for commitment of the construction reserve 
funds directly involved would not establish a precedent. As pointed 
out in the Comptroller General’s report on H.R. 7376, companion bill 
to S. 2013: 


Authority to grant additional extensions during specified 
periods has been granted at various times in the past by sim- 
ilar amendments to section 511(h). 


; 
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Justification for favorable action on the bill is advanced by the 
Department of Commerce in its report, as follows: 


American-Hawaiian Steamship Co. * * * testified at the 
hearing that the tax on their approximately $11 million of 
deposits in construction reserve funds will be approximately 
$2,500,000 if the time to expend and obligate these funds 
elapses before such funds can be invested in vessels. This is 
25 percent of a capital gain of $10 million. 

If this $10 million is invested in ships without payment of 
the capital gains tax, the ships will lose their basis for de- 
preciation to the extent of $10 million and American- 
Hawaiian Steamship Co. (if it makes sufficient earnings with 
the vessels, and if tax rates remain the same) would there- 
fore pay $5,200,000 in additional ordinary income taxes over 
the life of the vessels in lieu of the capital gains tax of 
$2.500,000. 

The Department believes that the extension of time within 
which to expend or obligate the construction reserve funds 
involved, for the limited additional period provided in the 
bill, should encourage the construction of some new modern 
tonnage by unsubsidized companies, and therefore recom- 
mends enactment of the bill, H.R. 7376. 


At the time of consideration of this bill, your committee had not 
received a report from the Secretary of the Treasury on H.R. 7376, a 
companion measure. The Treasury’s position, however, in reporting 
to the Senate Interstate and Foreign Commerce Committee, offered 
no objection to enactment of H.R. 2013, stating: 


* * * the Department would normally object in principle to 
further extensions. It is, however, cognizant of the unusual 
circumstances surrounding the efforts of the American- 
Hawaiian Steamship Co. to acquire vessels appropriate for 
the intercoastal trade as explained by you in the Congres- 
sional Record (p. 7692) for May 20, 1959, and as supple- 
mented by information supplied to the Department by the 

. Maritime Administration. It appears that the company is 
proceeding as expeditiously as practicable with completing 
arrangements for the acquisition of new vessels. In view of 
these circumstances the Department would interpose no ob- 
jection to the enactment of S. 2013. 


The American-Hawaiian Steamship Co. is the only company that 
appeared before the Senate Committee on Interstate and Foreign 
Commerce on 8S. 2013, companion bill to H.R. 7376. The bill would 
authorize an extension of time in which to expend or obligate seven 
deposits (aggregating $11,645,401.96) which that company has made 
in its construction reserve funds, such authorized extension to be for 
approximately the following periods, respectively: 2 months; 3 
months; 6 months; 8 months; 9 months; 10 months; and 30 months. 

While the matter of tax revenue to the Government, which this bill 
would defer, has some immediate significance, the long-range return to 
the Government in all likelihood will be far greater if all the company’s 
construction funds are permitted to be invested in the proposed 
trailerships. 
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Because all of the money in the company’s reserve fund are from 
vessel sales or indemnities from losses of vessels, they are subject, if 
withdrawn, to the 25 percent capital gains tax. When the funds are 
invested in new vessels, however, the depreciation basis of the vessels 
immediately is reduced by the amount of the funds invested therein. 
To the extent that the use of such funds reduces the depreciation 
deduction normally allowed a taxpayer on his vessel, any profit on his 
new ship becomes subject to a lesser depreciation expense and thereby 
becomes subject to the normal 52 percent corporation tax rather than 
the 25 percent capital gains tax. 

In addition, over the normal 20-year lifespan of the new vessels, cor- 
poration taxes on earnings thereof, plus taxes on the incomes of com- 
pany officials, employees, and vessel crews would far outweigh, in all 
probability, the instant loss of revenue to the Government as a result 
of the tax deferral sought under the bill. 

The reports of the Department of Commerce and the Comptroller 
General of the United States on H.R. 7376 and the report of the De- 
partment of the Treasury to the Senate Interstate and Foreign Com- 
merce Committee on H.R. 2013 are as follows: 


THe SECRETARY OF COMMERCE, 
Washington, D.C., July 21, 1959. 
Hon. Hersert C. Bonner, 
Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives, Washington, D.C. 

Drar Mr. Cuatrman: This letter is in reply to your request of 
May 27, 1959, for the views of this Department with respect to 
H.R. 7376, a bill to amend section 511(h) of the Merchant Marine 
Act, 1936, as amended, in order to extend the time for commitment 
of construction reserve funds. 

Section 511 of the Merchant Marine Act, 1936, authorizes any 
citizen of the United States to deposit in a construction reserve fund, 
for the purpose of constructing, reconstructing, or reconditioning 
vessels, (1) the proceeds of sale of vessels, (2) indemnities for the loss 
of vessels, (3) earnings from the operation of American-flag vessels, 
and (4) earnings made on amounts deposited in the fund. 

No tax consequences ensue from the deposit in the fund of earnings 
from the operation of American-flag vessels or of earnings made on 
amounts deposited in the fund except that they will not be considered 
unreasonable accumulations of earnings. 

Section 511(c), however, provides that if the taxpayer deposits in 
the fund the net proceeds of sale or net indemnity for loss of a vessel, 
no gain shall be recognized to the taxpayer for Federal income tax 
purposes with respect to such sale or loss if the taxpayer so elects on 
his income tax return. Thus the gain on the transaction would not 
be required to be included in the taxpayer’s taxable income. 

Section 511(d) provides that any vessel constructed, reconstructed, 
or reconditioned with such deposits of proceeds of sale or indemnity 
shall lose its basis for depreciation to the extent such deposits consist 
of unrecognized gain. The income tax of 25 percent on the unrecog- 
nized gain is thus deferred and the taxpayer ultimately pays in lieu 
of this tax (assuming he has sufficient earnings) a tax of 52 percent on 
an amount of ordinary income equal to the unrecognized gain. 
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Section 511(g) provides that the tax deferment of the proceeds of 
sale or indemnity will be lost, and the capital gains tax thereon will 
become payable, unless the deposit is expended (or obligated for 
expenditure), for the construction, reconstruction or reconditioning 
of vessels within 3 years of the date of such deposit. Section 511(h) 
provides that the Secretary of Commerce may extend this period for 
2 additional years. 

The act of December 23, 1944 (58 Stat. 90), added a proviso to 
section 511(h) to provide that, in addition to the foregoing extension, 
additional extensions could be granted which would end not later 
than 6 months after termination of the war. Public Law 586, 82d 
Congress (66 Stat. 760), amended this proviso to provide that further 
extensions could be granted that would end not later than September 
30, 1953, and this is the presently existing provision of the proviso. 
All extensions which were granted under this proviso, of course, expired 
in 1953. 

The bill would amend the foregoing proviso to provide that further 
extensions of time in which to expend or obligate deposits may be 
granted but such extensions shall end not later than December 31, 
1961. 

As of June 1, 1959, there was $14,514,823.93 on deposit in construc- 
tion reserve funds belonging to eight corporations. Two of these 
construction reserve funds, in the amount of $1.80 and $7,495.92, 
contain no tax deferred funds. The other six construction reserve 
funds contain deposits which were made on various dates between 
July 9, 1954, and March 30, 1959, and the time within which to expend 
or obligate these deposits (after extensions authorized under existing 
law have been granted) will expire on various dates between July 9, 
1959, and March 30, 1964. 

The American-Hawaiian Steamship Co. is the only company that 
appeared before the Senate Committee on Interstate and Foreign 
Commerce on S. 2013, companion bill to H.R. 7376. The bill would 
authorize an extension of time in which to expend or obligate seven 
deposits (aggregating $11,645,401.96) which that company has made 
in its construction reserve funds, such authorized extension to be for 
approximately the following periods, respectively: 2 months; 3 months; 
6 months; 8 months; 9 months; 10 months; and 30 months. 

In addition the bill would authorize an extension of time to expend 
or obligate three deposits (aggregating $1,154,500) made by two other 
corporations, such authorized extension to be for approximately the 
following periods: 3 months; 17 months; and 20 months. 

American-Hawaiian Steamship Co. has on file with the Maritime 
Administration an application for title XI mortgage insurance to aid 
in the construction of four lift-on-lift-off ships which will cost in the 
aggregate in excess of $100 million. That company testified at the 
hearing that the tax on their approximately $11 million of deposits 
in construction reserve funds will be approximately $2,500,000 if the 
time to expend and obligate these funds elapses before such funds 
can be invested in vessels. This is 25 percent of a capital gain of 
$10 million. 

If this $10 million is invested in ships without payment of the 
capital gains tax, the ships will lose their basis for depreciation to 
the extent of $10 million, and American-Hawaiian Steamship Co. 
(if it makes suflicient earnings with the vessels, and if tax rates 
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remain the same) would therefore pay $5,200,000 in additional 
ordinary income taxes over the life of the vessels in lieu of the capital 
gains tax of $2,500,000. 

The Department believes that the extension of time within which 
to expend or obligate the construction reserve funds involved, for the 
limited additional period provided in the bill, should encourage the 
construction of some new modern tonnage by unsubsidized companies, 
and therefore recommends enactment of the bill, H.R. 7376. 

The Bureau of the Budget has advised that there would be no 
objection to the submission of this letter to your committee. 

Sincerely yours, 
Freperick H. MvueE.ier, 
Acting Secretary of Commerce. 





ComPTROLLER GENERAL OF THE UNITED STATES, 
Washington, June 22, 1959. 
Hon. Hersert C. Bonner, 
Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives. 

Dear Mr. Cuarrman: Your letter dated May 27, 1959, acknowl- 
edged May 28, requests our comments on H.R. 7376, 86th Congress, 
a bill to amend section 511(h) of the Merchant Marine Act, 1936, as 
amended, in order to extend the time for commitment of construction 
reserve funds. 

Section 511 of the Merchant Marine Act, 1936, is intended to pro- 
vide an incentive for the construction, improvement, or acquisition 
of American vessels for operation in foreign or domestic commerce of 
the United States without operating-differential subsidy aid by allow- 
ing the operators certain Federal tax benefits based upon the amount 
and nature of deposits made in a construction reserve fund and their 
subsequent use for the purposes and within the time limits specified 
in the act. Under subsection (h) thereof, the Maritime Administrator 
is authorized to grant extensions of time for the use of such deposits, 
“* * * but such extension shall not be for an aggregate additional 
period in excess of two years with respect to the expenditures or 
obligations of such deposits or more than one year with respect to 
the progress of such construction * * *.” 

H.R. 7376 would provide that until January 1, 1961, further ex- 
tensions may be granted for a period beginning upon its enactment 
or on June 30, 1959, whichever is earlier, and ending December 31, 
1961. 

Authority to grant additional extensions during specified periods 
has been granted at various times in the past by similar amendments 
to section 511(h). However, we have no information concerning the 
need for the amendment which is now proposed and, since the desir- 
ability of such amendment would appear to involve questions of policy 
for determination by the Congress, we make no recommendation con- 
cerning enactment of H.R. 7376. 

Sincerely yours, 
JosePH CAMPBELL, 
Comptroller General of the United States. 
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OFFICE OF THE SECRETARY OF THE TREASURY, 
Washington, June 29, 1959. 
Hon. Warren G. Maenuson, 
Chairman, Committee on Interstate and Foreign Commerce, New 
Senate Office Building, Washington, D.C. 

My Dear Mr. CuarrMan: This is in response to your request for 
the Department’s views on S. 2013, to amend section 511(h) of the 
Merchant Marine Act, 1936, as amended, in order to extend the time 
for commitment of construction reserve funds. 

Section 511 of the Merchant Marine Act, 1936, as amended, per- 
mits any citizen operating a vessel in domestic or foreign commerce 
or in the fisheries to create a construction reserve fund and deposit 
therein (1) proceeds from the sale of vessels; (2) indemnities upon the 
loss of a vessel; (3) any earnings derived from shipping operations; 
and (4) earnings upon payments previously deposited in the fund. 
No gain is recognized for tax purposes upon the sale or loss of a vessel 
if the net proceeds or net indemnity is deposited in the construction 
reserve fund and if the taxpayer elects to treat such gains as not 
recognized. The amount of the untaxed gain then serves to reduce the 
basis of a new vessel subsequently purchased with such gain. More- 
over, amounts deposited in the construction reserve fund are exempt 
from the application of section 531-537 of the Internal Revenue Code 
pertaining to the improper accumulation of surplus by corporations. 

Amounts deposited in the construction reserve fund must be com- 
mitted or expended for the acquisition of new vessels within 2 years 
from the date of the deposit except that the date for obligating these 
funds may be extended for an additional 2-year period under regula- 
tions prescribed jointly by the Maritime Commission and the Secre- 
tary of the Treasury. Present section 511(h) permits until March 31, 
1953, further extensions to be granted ending not later than September 
30, 1953. The bill S. 2013 would permit until January 1, 1961, still 
further extensions to be granted ending not later than December 31, 
1961. 

As of June 1, 1959, the balances in section 511 construction reserve 
funds aggregated approximately $14,500,000. Approximately $11.6 
million or 80 percent of the aggregate represents deposits made by the 
American-Hawaiian Steamship Cos. of New York and Delaware, con- 
sisting principally of the proceeds of the sale of vessels. The time 
limitations on parts of these funds prescribed by section 511 expire 
at various times between July and November 1959, whereas arrange- 
ments for mortgage insurance and financing of the acquisition of the 
vessels for which the funds are being held will reportedly not be 
completed until sometime in 1960. he purpose of S. 2013 is to 
extend the time limitation on deposits in the construction reserve 
fund to accommodate this financing schedule. 

The purpose of the time limitation within which these deposits 
must be obligated is to insure that the gains and income on which 
taxes are deferred are in fact used for fleet modernization. In pre- 
scribing the schedule contained in section 511 Congress can be assumed 
to have been guided by evidence that it would afford ship operators 
adequate time to complete arrangements for the acquisition of new 
vessels. Presumably also, operators who availed themselves of these 
provisions were familiar with the statutory requirements. Under 
these circumstances the Department would normally object in prin- 
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ciple to further extensions. It is, however, cognizant of the unusual 
circumstances surrounding the efforts of the American-Hawaiian 
Steamship Co. to acquire vessels appropriate for the intercoastal trade 
as explained by you in the Congressional Record (p. 7692) for May 
20, 1959, and as supplemented by information supplied to the De- 
partment by the Maritime Administration. It appears that the com- 
pany is proceeding as expeditiously as practicable with completing 
arrangements for the acquisition of new vessels. In view of these 
circumstances the Department would interpose no objection to the 
enactment of S. 2013. 
The Bureau of the Budget has advised the Treasury Department 
that there is no objection to the submission of this report. 
Sincerely yours, 
Davip A. Linpsay, 
Assistant to the Secretary. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House of 
Representatives, changes in existing law made by the bill, as passed the 
Senate, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italic, existing law 
in which no change is proposed is shown in roman); 


MercHant Marine Act, 1936 


(49 Stat. 1985, approved June 29, 1936) 


* ~ * * . * * 
TITLE V—CONSTRUCTION—DIFFERENTIAL SUBSIDY 
c * + * a a ” 
Sec. 511. (a) * * * 
* * * + * * +. 


Sec. 511. (h) The Commission is authorized under rules and regula- 
tions to be prescribed jointly by the Secretary of the Treasury and the 
Commission to grant extensions of the period within which the deposits 
shall be expended or obligated or within which construction shall 
have progressed to the extent of 5 per centum of completion as pro- 
vided herein, but such extension shall not be for an aggregate additional 
period in excess of two years with respect to the expenditure or obli- 
gation of such deposits or more than one year with respect to the 
progress of such construction: Provided, That until [March 31, 1953,] 
January 1, 1961, in addition to the extensions hereinbefore permitted, 
further extensions may be granted ending not later than [September 
30, 1953] December 31, 1961. 
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1st Session No. 968 





AUTHORIZING THE COAST GUARD TO PRESCRIBE REGU- 
LATIONS COVERING LIFESAVING AND OTHER SAFETY 
EQUIPMENT 





Auaust 24, 1959.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Bonner, from the Committee on Merchant Marine and Fisheries, 
submitted the following 


REPORT 


[To accompany 8. 2118] 


The Committee on Merchant Marine and Fisheries, to whom was 
referred the bill (S. 2118) to amend section 4488 of the Revised 
Statutes, as amended, to authorize the Secretary of the Department 
in which the Coast Guard is operating to prescribe regulations govern- 
ing lifesaving equipment, firefighting equipment, muster lists, ground 
tackle, hawsers, and bilge systems aboard vessels, and for other 
purposes, having considered the same, report favorably thereon with- 
out amendment and recommend that the bill do pass. 


PURPOSE OF THE BILL 


The bill would amend section 4488 of the Revised Statutes, as 
amended, to authorize the Secretary of the Department in which the 
Coast Guard is operating, in the interest of improved safety aboard 
vessels subject to inspection and certification by the Coast Guard, 
to prescribe rules and regulations covering lifesaving equipment; fire- 
fighting equipment and precautionary measures; muster lists, includ- 
ing special duties to be performed by crew members in the event of 
emergency; ground tackle and hawsers; and bilge systems for the 
removal of liquid from the various parts of vessels, ete. Such rules 
and regulations also wil) apply, the bill provides, to all foreign vessels 
carrying passengers from ports of the United States, unless otherwise 
prescribed by treaty or other international agreement. 

The Secretary is authorized, under the bill, to exempt a vessel from 
the rules and regulations prescribed ‘f he determines that application 
of the rules, etc., to that vessel is not necessary to the public interest. 

The owner or operator of a vessel who neglects or refuses to equip 
his vessel with the equipment prescribed, or to take other measures 
required by the rules or regulations issued pursuant to section 4488 
as amended by this act, shall be liable to a penalty of $1,000 for each 
such neglect or refusal, for which sum the vessel shall be liable and 
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may be seized and proceeded against by way of libel in any district 
court having jurisdiction; and any master or person in charge of such 
vessel who so defaults shall be liable to a penalty of $500. 

Any person who willfully and knowingly manufactures or sells, or 
offers for sale, or has in his possession with intent to sell, any such 
equipment subject to the provisions of title 52 of the Revised Statutes, 
as amended, which is so defective as to be inefficient to accomplish the 
purpose for which it is intended, shall be fined, the bill provides, not 
more than $10,000 and may, in addition, be imprisoned for a term not 
exceeding 5 years. 

Section 2 of the bill provides that, to the extent that any existing 
provision of law, or any rule or regulation prescribed pursuant thereto, 
is in conflict with any provision of section 4488 of the Revised Statutes 
(46 U.S.C. 481), such section as amended by this act, and the rules 
and regulations hereafter prescribed pursuant thereto, shall prevail. 

Section 3(a) of the bill repeals the following acts or parts of acts and 
all amendments thereto: 

Sections 4470, 4471, 4479, 4481, 4482, 4483, and 4492 of the 
Revised Statutes (46 U.S.C. 463, 464, 472, 474, 475, 476, and 490); 

Section 2(a) of the act of October 9, 1940 (ch. 77, 54 Stat. 1028; 
46 U.S.C. 463a); and 

Section 11 of the act of May 28, 1908 (ch. 212, 35 Stat. 428; 
46 U.S.C. 396). 

Section 4 of the bill provides that any rights or liabilities existing on 
the effective date of this act shall not be affected by the enactment of 
this act, and that any procedures or rules or regulations in effect on 
the effective date of this act shall remain in effect until modified or 
suspended under the authority of this act. 


NEED FOR THE LEGISLATION 


As stated by the Acting Secretary of the Treasury, Mr. T. Graydon 
Upton, in his letter requesting introduction of the House companion 


bill, H.R. 7581: 


The purpose of this proposal is to revise the archaic and 
preclusive regulations relating to lifesaving appliances on 
ocean, lake, and sound steamers and foreign vessels. * * * 
With the * * * ratification of the 1929 and 1948 Interna- 
tional Conventions for the Safety of Life at Sea, the provi- 
sions of Revised Statute 4488 should have been amended to 
reflect the changes in lifesaving appliances these conventions 
had adopted. * * * The detailed statutory regulations of 
Revised Statute 4488 are archaic today and restrict the 
progress of science and industry as it applies to safety of life 
at sea. 


The memorandum accompanying the Acting Secretary’s letter, 
which is part of this report, goes into detail both as to the need for 
revision and for repeal of existing statutes which are inadequate or 
unnecessary. 

The report of the Secretary of Commerce recommends favorable 
consideration of the bill, pointing out that— 


The bill would repeal certain inadequate and obsolete 
statutory provisions relating to safety equipment and systems 
aboard vessels, * * * Some of these statutes were enacted 
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more than a half century ago, are now obsolete or of limited 
applicability due to advances in science, and should be 
repealed as they no longer serve a useful purpose. 


DEPARTMENTAL REPORTS 


The executive communication and memorandum from the Depart- 
ment of the Treasury and the reports of the Secretary of Commerce 
and the Assistant Secretary of State on the companion bill, H.R. 7581, 
are as follows: 

[Copy] 


OFFICE OF THE SECRETARY OF THE TREASURY, 
May 22, 1959. 
The SPEAKER OF THE HovseE or REPRESENTATIVES. 


Sir: There is transmitted herewith a draft of a proposed bill to 
amend section 4488 of the Revised Statutes, as amended, to authorize 
the Secretary of the Department in which the Coast Guard is oper- 
ating to prescribe regulations governing lifesaving equipment, fire- 
fighting equipment, muster lists, ground tackle, hawsers, and bilge 
systems aboard vessels, and for other purposes. 

The purpose of this proposal is to revise the archaic and preclusive 
regulations relating to lifesaving appliances on ocean, lake, and sound 
steamers and foreign vessels through a consolidation and a broader 
application of certain statutes which relate to lifesaving appliances, 
firefighting equipment, muster lists, ground tackle, hawsers and bilge 
systems aboard vessels. 

Items contained in the International Convention for Safety of Life 
at Sea, 1914, were adopted as regulations by the Congress and enacted 
into law by the act of March 4, 1915. The 1914 convention was 
never put into force due to the hostilities during World WarI. With 
the later ratification of the 1929 and 1948 International Conventions 
for the Safety of Life at Sea, the provisions of Revised Statute 4488 
should have been amended to reflect the changes in lifesaving appli- 
ances these conventions had adopted. Rather than amending the 
law, the requirements of the conventions were established through 
ee of regulations pursuant to the enabling provisions of 

evised Statute 4488. 

The detailed statutory regulations of Revised Statute 4488 are 
archaic today and restrict the progress of science and industry as it 
applies to safety of life at sea. ‘The proposal would be a return to the 
basic enabling statute without its encumbering regulations but with 
its substantive amendments and a consolidation of other laws closely 
related and falling within the scope of the subject matter covered. A 
memorandum attached sets forth in greater detail the need for and 
the nature of this proposal. 

It would be appreciated if you would lay the proposed bill before 
the House of Representatives. A similar proposed bill has been 
transmitted to the President of the Senate. 

The Department has been advised by the Bureau of the Budget 
that there is no objection to the submission of thes proposed legislation 
to the Congress. 

Very truly yours, 
T. Graypon Upton, 
Acting Secretary of the Treasury. 
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MEMORANDUM RE PROPOSED BILL TO AMEND SECTION 4488 OF THE RE- 
VISED STATUTES, AS AMENDED, TO AUTHORIZE THE SECRETARY OF 
THE DEPARTMENT IN WHICH THE COAST GUARD IS OPERATING TO 
PRESCRIBE REGULATIONS GOVERNING LIFESAVING EQUIPMENT, FIRE- 
FIGHTING EQUIPMENT, MUSTER LISTS, GROUND TACKLE, HAWSERS, 
AND BILGE SYSTEMS ABOARD VESSELS, AND FOR OTHER PURPOSES 


As originally enacted Revised Statute 4488 was essentially an 
enabling act, leaving the details of specifications and methods to 
regulations promulgated by the Board of Supervising Inspectors (now 
the U.S. Coast Guard). This act was amended by the act of March 2, 
1889, which required the carriage of line-carrying projectiles and the 
means of propelling them. It was again amended by the act of 
March 3, 1905, which required that a life preserver be carried on 
board for each person permitted on board; also, this amendment 
contained provisions penalizing those manufacturing, selling or in- 
tending to sell, unsafe lifesaving appliances or fire-prevention equip- 
ment. 

Due to the hostilities of World War I, the International Convention 
for Safety of Life at Sea, 1914, was never put into force. However, 
the Congress adopted certain items of this convention as regulations 
amending Revised Statute 4488 (act of March 4, 1915). At that time 
similar requirements were also adopted to cover domestic vessels 
other than those in river service. These latter were covered broadly, 
the detailed requirements being left to regulations of the supervising 
inspectors. 

With the ratification of the 1929 Internationa] Convention for 
Safety of Life at Sea, the changes in lifesaving appliances (lifeboat 
equipment, increased buoyancy i in life jac ‘kets and ring buoys, increased 
number of ring buoys, etc.) required were not incorporated i in Revised 
Statute 4488 as substantive law. The changes were instead reflected 
in regulations promulgated by the Board of Supervising Inspectors 
pursuant to the enabling authority contained in Revised Statutes 
4488. This resulted in regulations which were in many respects 
incompatible with the Jaw authorizing them, yet consistent with 
international agreement. 

The confusion was compounded upon ratification of the 1948 
International Convention for Safety of Life at Sea, For instance, 
Revised Statute 4488 sets forth details for lifeboats with external 
buoyancy and collapsible sides, whereas the 1948 convention permits 
only internal buoyancy and fixed sides. Revised Statute 4488 re- 
quires an oceangoing cargo vessel to have 100 percent lifeboatage, 
whereas the 1948 convention calls for 200 percent. As with the 19: 129 
convention, no attempt was made to amend the details of Revised 
Statute 4488, particularly the regulations contained therein. Coast 
Guard regulations issued under authority of the “enabling” portion 
of Revised Statute 4488 implemented the requirements of the 1948 
convention. 

Inasmuch as the greater portion of the regulations contained in 
Revised Statute 4488 serve only to hamper an intelligent and progres- 
sive administration of safety requirements as dictated by changing 
modern demands, abolishment of the regulations is long overdue. 
An enabling act with penalty provision included will permit adherence 
to international obligations and allow the flexibility so sorely needed. 
Protection from arbitrary or capricious regulations is adequately 
provided for through the Administrative Procedure Act. 
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The following statutes are either inadequate or unnecessary by 
reason of limited applicability due to advances achieved in science 
and industry or their supersession by later laws of broader scope. 
They should be repealed. 

Revised Statute 4470 (46 U.S.C. 463): This statute relates to re- 
quirements for steam smothering systems. Regulations governing 
fire prevention and fire extinguishing are promulgated presently under 
the broad authority of the act of October 9, 1940 (54 Stat. 1028; 
46 U.S.C. 463a). The statute is no longer necessary. 

Revised Statute 4471 (46 U.S.C. 464): This statute relates to fire 
pumps on steamers carrying 50 or more passengers, and on steamers 
carrying passengers which also carry cotton, hay, or hemp. It further 
requires sprinklers on vessels of wooden construction. The statute is 
archaic and its requirements are considerably below present standards 
set by the Coast Guard in regulations promulgated under the act of 
October 9, 1940 (54 Stat. 1028; 46 U.S.C. 463a). The statute is not 
necessary. 

Revised Statute 4479 (46 U.S.C. 472): This statute relates to the 
carriage of portable fire extinguishers on steamers. It is in effect an 
act authorizing promulgation of regulations but of limited scope. The 
statute is inadequate and unnecessary. 

Revised Statute 4481 (46 U.S.C. 474): This statute relates to lifesav- 
ing equipment for certain river vessels. It requires, among other things, 
that each passenger vessel should have at least one “metallic lifeboat.” 
The statute as written precludes use of plastic or composition lifeboats. 
It has limited application and has not been employed by the Coast 
Guard in regulating lifesaving equipment aboard river steamers. It is 
archaic and unnecessary. 

Revised Statute 4482 (46 U.S.C. 475): This statute relates to the 
carriage of life preservers for passengers and crew on board river 
steamers. Floats are authorized in lieu of life preservers. The 
statute will be unnecessary in the event of enactment of the instant 
proposal. 

Revised Statute 4483 (46 U.S.C. 476): This statute relates to the 
carriage of fire buckets, axes, and water barrels on board passenger- 
carrying river steamers. It is archaic. The provisions of the statute 
relating to fire buckets and water barrels is no longer enforced and 
fire axes are required on board all vessels pursuant to the provisions 
of the act of October 9, 1940 (54 Stat. 1028; 46 U.S.C. 463a). 

Revised Statute 4492 (46 U.S.C. 490): This statute relates to the 
carriage of fire buckets, axes, water barrels, life preservers, and yawls 
on board barges carrying passengers while in tow of any steamer. The 
statute is archaic. Its standards are below those prescribed by the 
Coast Guard in regulations governing lifesaving and firefighting 
equipment aboard vessels generally, ‘The statute is too restrictive in 
its coverage. 

Act of October 9, 1940, section 2(a) (54 Stat. 1028; 46 U.S.C. 463a): 
This statute is in effect an act enabling the promulgation of regulations 
by the Board of Supervising Inspectors (now the Coast Guard) gov- 
erning fire prevention and fire protection. Inasmuch as Revised 
Statute 4488 in its present form contains some fire-protection require- 
ments, combining the two statutes will eliminate the need for this one. 

Act of May 28, 1908, section 11 (35 Stat. 428; 46 U.S.C. 396): This 
statute requires seagoing barges to carry certain appliances (lifeboat, 
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anchor, chain, and preservers) of a kind approved by the Coast Guard, 
The statute is restrictive, precluding the prescription of more modern 
equipment. The statute lacks the flexibility necessary to adequately 
administer a safety program aboard this type of vessel. 





THe SecReTARY OF COMMERCE, 
Washington, D.C., July 2, 1959. 
Hon. Hersert C. Bonner, 
Chairman, Merchant Marine and Fisheries Committee, 
House of Representatives, Washington, D.C. 

Dear Mr. Cuarrman: This letter is in reply to your request of 
June 10, 1959, for the views of this Department with respect to H.R, 
7581, a bill to amend section 4488 of the Revised Statutes, as amended, 
to authorize the Secretary of the Department in which the Coast 
Guard is operating to prescribe regulations governing lifesaving equip- 
ment, firefighting equipment, muster lists, ground tackle, hawsers, and 
bilge systems aboard vessels, and for other purposes. 

This Department recommends favorable consideration of the bill. 

The bill would repeal certain inadequate and obsolete statutory 
yrovisions relating to safety equipment and systems aboard vessels, 
if the bill is enacted, the Secretary of the Treasury would be authorized 
to prescribe rules and regulations as necessary in the public interest 
for safety features on vessels subject to inspection and certification by 
the U.S. Coast Guard. 

The statutes to be repealed deal with lifesaving appliances on ocean 
lake, and river vessels, and foreign vessels leaving ports of the United 
States. They are set forth by title and section in the bill. Some of 
these statutes were enacted more than a half century ago, are now ob- 
solete or of limited applicability due to advances in science, and should 
be repealed as they no longer serve a useful purpose. 

The obsolescence of the statutes the bill would repeal has arisen 
from technological advancements in recent years in lifesaving and 
firefighting equipment for vessels. Many of these statutes do not 
reflect the higher standards for safety requirements established at the 
international Conventions for Safety of Life at Sea, to which the 
United States is a signatory. 

This Department advocates the principle of safety of life at sea 
wherever possible. The bill would be in keeping with this view. We 
therefore recommend it be given favorable consideration. 

We have been advised by the Bureau of the Budget that it would 
interpose no objection to the submission of this report to your com- 
mittee. 

Sincerely yours, 
Freperick H. MvueE.ter, 
Acting Secretary of Commerce. 


DEPARTMENT OF STATE, 
Washington, July 7, 1959. 
Hon. Hersert C. Bonner, 
Chairman, Committee on Merchant Marine and Fisheries, House of 
Representatives. 
Dear Mr. Bonner: I refer again to your letter of June 10, 1959, 
inviting the views and recommendations of the Department of State 
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on H.R. 7581, a bill to amend section 4488 of the Revised Statutes, as 
amended, to authorize the Secretary of the Department in which the 
Coast Guard is operating to prescribe regulations governing lifesaving 
equipment, firefighting equipment, muster lists, ground tackle, 
hawsers, and bilge systems aboard vessels, and for other purposes. 
Interim acknowledgment of your letter was made on June 11, 1959. 

The proposed legislation would amend certain outdated statutes 
relating to maritime safety by repealing statutory provisions which 
have become obsolete due to technological advances, 

The Department believes that H.R. 7581 would permit greater 
flexibility and consistency in U.S. adherence to international conven- 
tions relating to maritime safety. In accordance with its policy of 
supporting necessary measures contributing to safety of life at sea, 
the Department of State favors the early enactment of H.R. 7581. 

The Department has been informed by the Bureau of the Budget 
that there is no objection to the submission of this report. 

Sincerely yours, 
Wiuuram B. Macomser, Jr., 
Assistant Secretary 
(For the Secretary of State). 





CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as passed 
the Senate, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


[Revisep Statute 4488—46 U.S.C. 481 


[Every steamer navigating the ocean, or any lake, bay, or sound 
of the United States, shall be provided with such numbers of life- 
boats, floats, rafts, life preservers, line-carrying projectiles, and the 
means of propelling them, and drags, as will best secure the safety 
of all persons on board such vessels in case of disaster; and every sea- 
going vessel carrying passengers, and every such vessel navigating 
any of the northern or northwestern lakes, shall have the lifeboats 
required by law, provided with suitable boat-disengaging apparatus, 
so arranged as to allow such boats to be safely launched. And the 
Board of Supervising Inspectors shall fix and determine, by their rules 
and regulations, the character and arrangement of boat-disengaging 
apparatus and the character of lifeboats, floats, rafts, life preservers, 
line-carrying projectiles, and the means of propelling them, and drags 
that shall be used on such vessels, and also the character and capacity 
of pumps or other appliances for freeing the steamer from water in 
case of heavy leakage, the capacity of such pumps or appliances being 
suited to the navigation in which the steamer is employed. Every 
vessel subject to the provisions of this title shall, while in operation, 
carry one life preserver for each and every person allowed to be carried 
on said vessel by the certificate of inspection, including each member 
of the crew: Provided, however, That upon such vessels and under such 
conditions as are specified in section forty-four hundred and eighty-two 
floats may be substituted for life preservers. Any person who willfully 
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and knowingly manufactures or sells, or offers for sale, or has in his 
possession with intent to sell, life preservers containing metal or other 
nonbuoyant material, for the purpose of increasing the weight thereof, 
or more metal or other such material than is reasonably necessary for 
the construction thereof, or who shall so manufacture, sell, offer for 
sale, or possess with intent to sell any other articles commonly used 
for preservation of life or the prevention of fire on board vessels 
subject to the provisions of this title, which articles shall be so de- 
fective as to be inefficient to accomplish the purposes for which they 
are respectively intended and designed, shall upon conviction, be fined 
not more than two thousand dollars, and may, in addition thereto, in 
the discretion of the court, be imprisoned not exceeding five years. 

[The powers bestowed by this section upon the Board of Supervis- 
ing Inspectors in respect of lifeboats, floats, rafts, life preservers, and 
other lifesaving gaafinnets and equipment, and the further require- 
ments herein as to davits, embarkation of passengers in lifeboats and 
rafts, and the manning of lifeboats and rafts, and the musters and 
drills of the crews, on steamers navigating the ocean, or any lake, bay, 
or sound of the United States, on and after July first, nineteen hundred 
and fifteen, shall be subject to the provisions, limitations, and minimum 
requirements of the regulations herein set forth, and all such vessels 
shall thereafter be required to comply in all respects therewith: 
Provided, That foreign vessels leaving ports of the United States shall 
comply with the rae herein prescribed as to life-saving appliances, 
their equipment, and the manning of same. 


[REGULATIONS 
[Lire-Savina APPLIANCES 
ESTANDARD TYPES OF BOATS 


[The standard types of boats classified as follows: 
[Class Section Type 


A. Open. Internal buoyancy only. 
{I B. Open. Internal and external 
{(Entirely rigid sides)_._._.- buoyancy. 
C, Pontoon. Well deck; fixed water- 
6 tight bulwarks. ; ; 
A. Open. Upper part of sides col- 
fu lapsible. 
[ (Partially collapsible sides).__)B. Pontoon. Well deck, collapsible 
water-tight bulwarks. 
C. Pontoon. Flush deck; collapsible 
water-tight bulwarks. 


[STRENGTH OF BOATS 
[Each boat must be of sufficient strength to enable it to be safely 


lowered into the water when loaded with its full complement of persons 
and equipment. 
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[ALTERNATIVE TYPES OF BOATS AND RAFTS 


[Any type of boat may be accepted as equivalent to a boat of one 
of the prescribed classes and any type of raft as equivalent to an ap- 
proved pontoon raft, if the Board of Supervising Inspectors, with the 
approval of the Secretary of Commerce, is satisfied by suitable trials 
that it is as effective as the standard types of the class in question, 
or as the approved type of pontoon raft, as the case may be. 

{Motor boats may be accepted if they comply with the require- 
ments laid down for boats of the first class, but only to a limited 
number, which number shall be determined by the Board of Super- 
vising Inspectors, with the approval of the Secretary of Commerce. 

[No boat may be approved the buoyancy of which depends upon 
the previous adjustment of one of the principal parts of the hull or 
which has not a cubic capacity of at least one hundred and twenty-five 
cubic feet. 

[ROATS OF THE FIRST CLASS 


The standard types of boats of the first class must satisfy the 
following conditions: 


[1A.—Open boats with internal buoyancy only 


[The buoyancy of a wooden boat of this type shall be provided by 
water-tight air cases, the total volume of which shall be at least equal 
to one-tenth of the cubic capacity of the boat. 

[The buoyancy of a metal boat of this type shall not be less than 
that required above for a wooden boat of the same cubic capacity, 
the volume of water-tight air cases being increased accordingly. 


[1B.—Open boats with internal and external buoyancy 


[The internal buoyancy of a wooden boat of this type shall be 
vo by water-tight air cases, the total volume of which is at 
east equal to seven and one-half per centum of the cubic capacity 
of the boat. 

[The external buoyancy may be of cork or of any other equally 
efficient material, but such buoyancy shall not be secured by the use 
of rushes, cork shavings, loose granulated cork, or any other loose 
granulated substance, or by any means dependent upon inflation by 
air. 

[lf the buoyancy is of cork, its volume, for a wooden boat, shall 
not be less than thirty-three thousandths of the cubic capacity of the 
boat; if of any material other than cork, its volume and distribution 
shall be such that the buoyancy and stability of the boat are not less 
than that of a similar boat provided with buoyancy of cork. 

[The buoyancy of a metal boat shall be not less than that required 
above for a wooden boat of the same cubic capacity, the volume of 
the air cases and external buoyancy being increased accordingly. 


[1C.—Pontoon boats, in which persons can not be accommodated below 
the deck, having a well deck and fixed watertight bulwarks 


[The area of the well deck of a boat of this type shall be at least 
thirty per centum of the total deck area. The height of the well 
deck above the water line at all points shall be at least equal to one- 
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half per centum of the length of the boat, this height being increased 
to one and one-half per centum of the length of the boat at the ends 
of the well. 

[The freeboard of a boat of this type shall be such as to provide 
for a reserve buoyancy of at least thrity-five per centum. 


[roats OF THE SECOND CLASS 


{The standard types of boats of the second class must satisfy the 
following conditions: 

[2A.—Open boats having the upper part of the sides collapsible 

[A boat of this type shall be fitted both with water-tight air cases 
and with external buoyancy, the volume of which, for each person 
which the boat is able to accommodate, shall be at least equal to the 
following amounts: Air cases, one and five-tenths cubic feet; external 
buoyancy (if of cork), two-tenths cubic foot. 

{The minimum freeboard of boats of this type is fixed in relation 
to their length; it is measured vertically to the top of the solid hull 
at the side amidships, from the water level when the boat is loaded, 

[The freeboard in fresh water shall not be less than the following 
amounts: 


Length of Minimum 
the boat 


Feet 
26 
28 
30 





[The freeboard of boats of intermediate lengths is to be found by 
interpolation. 

[2B.—Pontoon boats having a well deck and collapsible bulwarks 

[All the conditions laid down for boats of type 1C are to be applied 


to boats of this type, which differ from those of type 1C only in regard 
to the bulwarks. 


[2C.—Pontoon boats, in which the persons can not be accommodated 
below deck, having a flush deck and collapsible bulwarks 

[The minimum freeboard of boats of this type is independent of 
their lengths and depends only upon their depth. The depth of the 
boat is to be measured vertically from the underside of the garboard 
strake to the top of the deck on the side amidships, and the freeboard 
is to be measured from the top of the deck at the side amidships to 
the water level when the boat is loaded. 

[The freeboard in fresh water shall not be less than the following 
amounts, which are applicable without correction to boats having a 
mean sheer equal to three per centum of their length: 


Depth of Minimum 
boat freeboard 


Inches 
12 


30 





ee 





I 
( 
f 
i 
t 


—— = = 


a it ee 


COAST GUARD TO PRESCRIBE LIFESAVING REGULATIONS 1] 


[For intermediate depths the freeboard is obtained by interpolation. 

[If the sheer is less than the standard sheer defined above, the 
minimum freeboard is obtained by adding to the figures in the table 
one-seventh of the difference between the standard sheer and the 
actual mean sheer measured at the stem and sternpost. No deduction 
is to be made from the freeboard on account of the sheer being greater 
than the standard sheer or on account of the camber of the deck. 


[MoTorR BOATS 


[When motor boats are accepted, the volume of internal buoyancy 
and, when fitted, the external buoyancy, must be fixed, having regard 
to the difference between the weight of the motor and its accessories 
and the weight of the additional persons which the boat could accom- 
modate if the motor and its accessories were removed. 


[ARRANGEMENTS FOR CLEARING PONTOON LIFEBOATS OF WATER 


[All pontoon lifeboats shall be fitted with efficient means for quickly 
clearing the deck of water. The orifices for this purpose shall be such 
that the water cannot enter the boat through them when they are in- 
termittingly submerged. The number and size of the orifices shall be 
determined for each type of boat by a special test. 

[For the purpose of this test the pontoon boat shall be loaded with a 
weight of iron or bags of sand, equal to that of its complement of per- 
sons and equipment. 

In the case of a boat twenty-eight feet in length two tons of water 
shall be cleared from the boat in a time not exceeding the following: 
type 1C, sixty seconds; type 2B, sixty seconds; type 2C, twenty 
seconds. 

[In the case of a boat having a length greater or less than twenty- 
eight feet the weight of water to be cleared in the same time shall be, 
for each type, directly proportional to the length of the boat. 


[CONSTRUCTION OF BOATS 


[Open lifeboats of the first class (types 1A and 1B) must have a 
mean sheer at least equal to four per centum of their length. 

{The air cases of open boats of the first class shall be placed along 
the sides of the boat; they may also be placed at the ends of the boat, 
but not in the bottom of the boat. 

[Pontoon lifeboats may be built of wood or metal. If constructed 
of wood, they shall have the bottom and deck made of two thicknesses 
with textile material between; if of metal, they shall be divided into 
water-tight compartments with means of access to each compartment. 

[All boats shall be fitted for the use of a steering oar. 


[PONTOON : RAFTS 


[No type of pontoon raft may be approved unless it satisfies the 
following conditions: 

[First. It should be reversible and fitted with bulwarks of wood, 
canvas, or other suitable material on both sides. These bulwarks may 
be collapsible. 
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[Second. It should be of such size, strength, and weight that it 
can be handled without mechanical appliances, and, if necessary, be 
thrown from the vessel’s deck. 

[Third. It should have not less than three cubic feet of air cases or 
equivalent buoyancy for each person whom it can accommodate. 

(Fourth. It should have a deck area of not less than four square feet 
for each person whom it can accommodate and the platform should 
not be less than six inches above the water level when the raft is 
loaded. 

(Fifth. The air cases or equivalent buoyancy should be placed as 
near as possible to the sides of the raft. 


[capacity OF BOATS AND PONTOON RAFTS 


[First. The number of persons which a boat of one of the standard 
types or a pontoon raft can accommodate is equal to the greatest 
whole number obtained by dividing the capacity in cubic feet, or the 
surface in square feet, of the boat or of the raft by the standard unit 
of capacity, or unit of surface (according to circumstances), defined 
below for each type. 

[Second. The cubic capacity in feet of a boat in which the number 
of persons is determined by the surface shall be assumed to be ten 
times the number of persons which it is authorized to carry. 

{ Third. The standard units of capacity and surface are as follows: 

[Units of capacity, open boats, type 1A, ten cubic feet; open boats, 
type 1B, nine cubic feet. 

[Unit of surface, open boats, type 2A, three and one-half square 
feet; pontoon boats, type 2C, three and one-half square feet; pontoon 
boats, type 1C, three and one-fourth square feet; pontoon boats, type 
2B, three and one-fourth square feet. 

{Fourth. The board of supervising inspectors, with the approval of 
the Secretary of Commerce, may accept, in place of three and one- 
fourth, a smaller divisor, if it is satisfied after trial that the number of 
po for whom there is seating accommodation in the pontoon 

oat in question is greater than the number obtained by applying the 
above divisor, provided always that the divisor adopted in place of 
three and one-fourth may never be less than three. 


[[cAPACcITY LIMITS 


[Pontoon boats and pontoon rafts shall never be marked with a 
number of persons greater than that obtained in the manner specified 
in this section. 

This number shall be reduced— 

First. When it is greater than the number of persons for which 
there is proper seating accommodation, the latter number being deter- 
mined in such a way that the persons when seated do not interfere 
in any way with the use of the oars. 

[Second. When in the case of boats other than those of the first two 
sections of the first class, the freeboard, when the boat is fully loaded, 
is less than the freeboard laid down for each type respectively. In 
such circumstances the number shall be reduced until the freeboard, 
when the boat is fully loaded, is at least equal to the standard freeboard 
laid down above. 

[In boats of types 1C and 2B the raised part of the deck at the 
sides may be regarded as affording seating accommodation. 
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[EQUIVALENTS FOR AND WEIGHT OF THE PERSONS 


[In test for determining the number of persons which a boat or 
pontoon raft can accommodate each person shall be assumed to be 
an adult person wearing a life jacket. 

[In verifications of freeboard the pontoon boats shall be loaded 
with a weight of at least one hundred and sixty-five pounds for each 
adult person that the pontoon boat is authorized to carry. 

[In all cases two children under twelve years of age shall be reckoned 
as one person. 


[cusic CAPACITY OF OPEN BOATS OF THE FIRST CLASS 


[First. The cubic capacity of an open boat of type 1A or 1B shall 
be determined by Stirling’s (Simpson’s) rule or by any other method, 
approved by the Board of Supervising Inspectors, giving the same 
degree of accuracy. The capacity of a square-sterned boat shall be 
calculated as if the boat had a pointed stern. 

[Second. For example, the capacity in cubic feet of a boat, calcu- 
lated by the aid of Stirling’s rule, may be considered as given by the 
following formula: 

[Capacity= 1 (4A+2B+4C) 
12 

1 being the length of the boat in meters (or feet) from the inside of 
the planking or plating at the stem to the corresponding point at the 
stern post; in the case of a boat with a square stern, the length is 
measured to the inside of the transom. 

[A, B, C denote, respectively, the areas of the cross sections at the 
quarter length forward, amidships, and the quarter length aft, which 
correspond to the three points obtained by dividing 1 into four equal 
parts. (The areas corresponding to the two ends of the boat are 
considered negligible.) 

[The areas A, B, C shall be deemed to be given in square feet by 
the successive application of the following formula to each of the 
three cross sections: 

[Area= h(a+4b+2c+4d—e) 
12 
[h being the depth measured in meters (or in feet) inside the planking 
or plating from the keel to the level of the gunwale, or, in certain 
cases, to a lower level, as determined hereafter. 

[a, b, c, d, e denote the horizontal breadths of the boat measured in 
feet at the upper and lower points of the depth and at the three points 
obtained by dividing h into four equal parts (a and e being the breadths 
at the extreme points, and c at the middle point, of h). 

_[Third. If the sheer of the gunwale, measured at the two points 
situated at a quarter of the tength of the boat from the ends, exceeds 
one per centum of the length of the boat, the depth employed in calcu- 
lating the area of the cross sections A or C shall be deemed to be the 
depth amidships plus one per centum of the length of the boat. 

Fourth. If the depth of the boat amidships exceeds forty-five per 
centum of the breadth, the depth employed in caiculating the area of 
the midship cross section B shall be deemed to be equal to forty-five 
per centum of the breadth; and the depth employed in calculating the 
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areas of the quarter-length sections A and C is obtained by increasing 
this last figure by an amount equal to one per centum of the length of 
the boat, provided that in no case shall the depths employed in the 
calculation exceed the actual depths at these points. 

(Fifth. If the depth of the boat is greater tban four feet, the number 
of persons given by the application of this rule shall be reduced in 

roportion to the ratio of four feet to the actual depth, until the boat 
as been satisfactorily tested afloat with that number of persons on 
board all wearing life jackets. 

[Sixth. The Board of Supervising Inspectors shall impose, by 
suitable formulae, a limit for the number of persons allowed in boats 
with very fine ends and in boats very full in form. 

[Seventh. The Board of Supervising Inspectors may by regulation 
assign to a boat a capacity equal to the product of the length, the 
breadth, and the depth multiplied by six-tenths if it is evident that 
this formula does not give a greater capacity than that obtained by 
the above method. The dimensions shall then be measured in the 
following manner: 

(Length. From the insersection of the outside of the planking 
with the stem to the corresponding point at the sternpost or, in the 
case of a square-sterned boat, to the afterside of the transom. 

[Breadth. From the outside of the planking at the point where the 
breadth of the boat is greatest. 

[Depth. Amidships inside the planking from the keel to the level 
of the gunwale, but the depth used in calculating the cubic capacity 
may not in any case exceed forty-five per centum of the breadth. 

[In all cases the vessel owner has the right to require that the cubic 
capacity of the boat shall be determined by exact measurement. 

(Eighth. The cubic capacity of a motor boat is obtained from the 
gross capacity by deducting a volume equal to that occupied by the 
motor and its accessories. 


[peck AREA OF PONTOON BOATS AND OPEN BOATS OF THE SECOND CLASS 


[First. The area of the deck of a pontoon boat of type 1C, 2B, 
or 2C shall be determined by the method indicated below or by any 
other method giving the same degree of accuracy. The same rule is 
to be applied in determing the area within the fixed bulwarks of a 
boat of type 2A. 

[Second. For example, the surface in square feet of a boat may be 
deemed to be given by the following formula: 


[Area=<,(2a+1.5b +4c+1.5d+2e) 


[| being the length in feet from the intersection of the outside of the 
planking with the stem to the corresponding point at the sternpost. 
[a, b, c, d, e denote the horizontal breadths in feet outside the 
planking at the points obtained by dividing 1 into four equal parts 
and subdividing the foremost and aftermost parts into two equal 
parts (a and e being the breadths at the extreme subdivisions, ¢ at 
the middle point of the length, and b and d at the intermediate points). 
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[MARKING OF BOATS AND PONTOON RAFTS 


[The dimensions of the boat and the number of persons which it is 
authorized to carry shall be marked on it in clear, permanent charac- 
ters, according to regulations by the Board of Supervising Inspectors, 
approved by the Secretary of Commerce. These marks shall be 
specifically approved by the officers appointed to inspect the ship. 

[Pontoon rafts shall be marked with the number of persons in the 
same manner. 


[EQUIPMENT OF BOATS AND PONTOON RAFTS 


[First. The normal equipment of every boat shall consist of— 

{(a) A single banked complement of oars and two spare oars; 
one set and a half of thole pins or crutches; a boat hook. 

[(b) Two plugs for each plug hole (plugs are not required when 
proper automatic valves are fitted); a bailer and a galvanized-iron 
bucket. 

[(c) A tiller or yoke and yoke lines. 

{(d) Two hatchets. 

[(e) A lamp filled with oil and trimmed. 

[(f) A mast or masts with one good sail at least, and proper gear 
for each. (This does not apply to motor lifeboats or lifeboats on 
the Great Lakes or other inland waters.) 

[(g) A suitable compass. 

{Pontoon lifeboats will have no plug hole, but shall be provided 
with at least two bilge pumps. 

{In the case of a steamer which carries passengers in the North 
Atlantic, all the boats need not be equipped with masts, sails, and 
compasses, if the ship is provided with a radiotelegraph installation. 

[Second. The normal equipment of every approved pontoon raft 
shall consist of— 

[(a) Four oars. 

[(b) Five rowlocks. 

[(c) A self-igniting life-buoy light. 

(Third. In addition, every boat and every pontoon raft shall be 
equipped with— 

[(a) A life line becketed around the outside. 

[(b) a sea anchor. 

[(c) A painter. 

[(d) A vessel containing one gallon of vegetable or animal oil. The 
vessel shall be so constructed that the oil can be easily distributed on 
the water and so arranged that it can be attached to the sea anchor. 

[(e) A water-tight receptacle containing two pounds avoirdupois of 
provisions for each person, except on vessels navigating fresh water. 

[(f) A water-tight receptacle containing one quart for each person, 
except on vessels navigating fresh water. 

[(g) A number of self-igniting “red lights” and a water-tight box 
of matches. 

[Fourth. All loose equipment must be securely attached to the boat 
or pontoon raft to which it belongs. 


[stowaGe OF BOATS—NUMBER OF DAVITS 


[The minimum number of sets of davits is fixed in relation to the 
length of the vessel; provided that a number of sets of davits greater 
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than the number of boats necessary for the accommodation of all the 
persons on board may not be required. 


[HANDLING OF THE BOATS AND RAFTS 


[All the boats and rafts must be stowed in such a way that they can 
be launched in the shortest possible time and that, even under unfavor- 
able conditions of list and trim from the point of view of the handling 
of the boats and rafts, it may be possible to embark in them as large a 
number of persons as possible. 

[The arrangements must be such that it may be possible to launch 
on either side of the vessels as large a number of boats and rafts as 
possible. 

[sTRENGTH AND OPERATION OF THE DAVITS 


[The davits shall be of such strength that the boats can be lowered 
with their full complement of persons and equipment, the vessel being 
assumed to have a list of fifteen degrees. 

[The davits must be fitted with a gear of sufficient power to insure 
that the boat can be turned out against the maximum list under 
which the lowering of the boat is possible on the vessel in question. 


[orHER APPLIANCES EQUIVALENT TO DAVITS 


[Any appliance may be accepted in lieu of davits or sets of davits 
if the Board of Supervising Inspectors, with the approval of the 
Secretary of Commerce, is satisfied after proper trials that the ap- 
pliance in question is as effective as davits for placing the boats in 
the water. 

[pavits 


[Each set of davits shall have a boat of the first class attached to 
it, provided that the number of open boats of the first class attached 
to davits shall not be less than the minimum number fixed by the 
table which follows. 

[If it is neither practicable nor reasonable to place on a vessel the 
minimum number of sets of davits required by the rules, the Board of 
Supervising Inspectors, with the approval of the Secretary of Com- 
merce, may authorize a smaller number of sets of davits to be fitted, 
provided always that this number shall never be less than the mini- 
mum number of open boats of the first class required by the rules. 

[if a large proportion of the persons on board are accommodated 
in boats whose length is greater than fifty feet, a further reduction in 
the number of sets of davits may be allowed exceptionally, if the 
Board of Supervising Inspectors, with the approval of the Secretary 
of Commerce, is satisfied that the arrangements are in all respects 
satisfactory. 

[In all cases in which a reduction in the minimum number of sets 
of davits or other equivalent appliances required by the rules is 
allowed, the owner of the vessel in question shall be required to prove, 
by a test made in the presence of an officer designated by the Super- 
vising Inspector General, that all the boats can be efficiently launched 
in @ minimum time. 

he conditions of this test shall be as follows: 
irst. The vessel is to be upright and in smooth water. 


RENEE aT ET Sa 
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[Second. The time is the time required from the beginning of the 
removal of the boat covers, or any other operation necessary to pre- 
2 the boats for lowering, until the last boat or pontoon raft is 
afloat. 

(Third. The number of men employed in the whole operation must 
not exceed the total number of boat hands that will be carried on the 
vessel under normal service conditions. 

(Fourth. Each boat when being lowered must have on board at 
least two men and its full equipment as required by the rules. 

[The time allowed for putting all the boats into the water shall be 
fixed by the Board of Supervising Inspectors, with the approval of the 
Secretary of Commerce. 


[MINIMUM NUMBER OF DAVITS AND OF OPEN BOATS OF THE 
FIRST CLASS—-MINIMUM BOAT CAPACITY 


[The following table fixes, according to the length of the vessel— 

{(A) The minimum number of sets of davits to be provided, to each 
of which must be attached a boat of the first class in accordance with 
this section. 

[(B) The minimum total number of open boats of the first class, 
which must be attached to davits, in accordance with this section. 

[(C) The minimum boat capacity required, including the boats 
attached to davits and the additional boats, in accordance with this 
section. 


Minimum Minimum Minimum 










Registered length of the ship (feet) number of number of | capacity of 
sets of davits | open boats of lifeboats 
the Ist class 
Cubic feet 
BE ID Us a xi naactpiiscisaininacadnednateamansmiiinweds 2 2 980 
TT EE Tt andinininpadennenedcendthnattennnenibaenesh 2 2 1, 220 
SSS | EES SE ES SPS TE 2 2 1, 550 
PN EE SD 8 i nena h tient nna eidnetididemibttaastete 3 3 1, 880 
DOI NN BN ie aida dawknsbanddidntdeesabautpadebiind 3 3 2, 390 
ED Binns caters ctitimncarsinnm ete naitnibglebiandaten 4 4 2, 740 
FE ED ND Fs cha dcchinacavenictqioonnecubadeuntamiiahse 4 4 3, 330 
er I 3 6 on ceeenisaeadinnehiaieibaanennaets 5 a 3, 900 
230 and less than 245... 5 4 4, 560 
245 and less than 255. 6 5 5, 100 
255 and less than 270... ‘ 6 5 5, 640 
270 and less than 285... é 7 5 6, 190 
I Ne i aiden dean 7 5 6, 930 
re NE Lacie eeedentiabbe & 6 7, 550 
PS ae ee ea a ea ree 8 6 8, 290 
SN I I a. saan ce eaccincntaae rentinliapaadnaie 9 7 9, 000 
SPAN WAN IIE Uh ccd, ibsrcesdictchchcs tiv heichcicqe tain intosneticigilataheichebel 9 7 9, 630 
I ee 10 7 10, 650 
10 7 11, 700 
12 u 13, 060 
12 9 14, 430 
14 10 15, 920 
14 10 17, 310 
16 12 18, 720 
16 12 20, 350 
18 13 21, 900 
18 13 23, 700 
20 14 25, 350 
20 14 27,050 
22 15 28, 560 
22 15 30, 180 
24 17 32, 100 
I NT 5 lini eee toenamennniel 24 17 34, 350 
ee I nh cob pcaadedosutedines 26 18 36, 450 
re UR I dns ciensseedecpchasnminetaiennes 26 18 38, 750 
890 and less than 925... ei 23 19 41, 000 
925 and less than 960... é 28 19 43, 880 
960 and less than 995... . 30 20 46, 350 
GeO NN SD BIE o niicccnnnnccescoscqesccuoscasecdaband 30 20 48, 750 





59016°—59 H. Rept., 86-1, vol. 6——34 
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[When the length of the vessel exceeds one thousand and thirty 
feet, the Board of Supervising Inspectors, with the approval of the 
Secretary of Commerce, shall determine the minimum number of sets 
of davits and of open boats of the first class for that vessel. 


[EMBARKATION OF THE PASSENGERS IN THE LIFEROATS AND RAFTS 


[Suitable arrangements shall be made for embarking the passengers 
in the boats, in accord with regulations by the Board of Supervising 
Inspectors, with the approval of the Secretary of Commerce. 

[In vessels which carry rafts there shall be a number of rope or 
wooden ladders always available for use in embarking the persons on 
to the rafts. 

{The number and arrangement of the boats, and (where they are 
allowed) of the pontoon rafts, on a vessel depends upon the total 
number of persons which the vessel is intended to carry: Provided, 
That there shall not be required on any voyage a total capacity in 
boats, and (where they are allowed) pontoon rafts, greater than that 
necessary to accommodate all the persons on board. 

[At no moment of its voyage shall any passenger steam vessel of 
the United States on ocean routes more than twenty nautical miles 
offshore have on board a total number of persons greater than that 
for whom accommodation is provided in the lifeboats and pontoon 
life rafts on board. 

[If the lifeboats attached to davits do not provide sufficient accom- 
modation for all persons on board, additional lifeboats of one of the 
standard types shall be provided. This addition shall bring the total 
capacity of the boats on the vessel at least up to the greater of the two 
following amounts: 

[(a) The minimum capacity required by these regulations; 

[(b) A capacity sufficient to accommodate seventy-five per centum 
of the persons on board. 

[The remainder of the accommodation required shall be provided, 
under regulations of the Board of Supervising Inspectors, approved 
by the Secretary of Commerce, either in boats of class one or class 
two, or in pontoon rafts of an approved type. 

[At no moment of its voyage shall any passenger steam vessel of 
the United States on ocean routes less than twenty nautical miles 
offshore have on baord a total number of persons greater than that 
for whom accommodation is provided in the lifeboats and pontoon 
rafts on board. The accommodation provided in lifeboats shall in 
every case be sufficient to accommodate at least seventy-five per 
centum of the persons on board. The number and type of such 
lifeboats and life rafts shall be determined by regulations of the Board 
of Supervising Inspectors, approved by the Secretary of Commerce: 
Provided, That during the interval from May fifteenth to September 
fifteenth, inclusive, any passenger steam vessel of the United States, 
on ocean routes less than twenty nautical miles offshore, shall be 
required to carry accommodation for not less than seventy per centum 
of the total number of persons on board in lifeboats and pontoon life 
rafts, of which accommodation not less than fifty per centum shall be 
in lifeboats and fifty per centum may be in collapsible boats or rafts 
under regulations of the Board of Supervising Inspectors, approved 
by the Secretary of Commerce. 








we 
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[At no moment of its voyage may any ocean-cargo steam vessel of 
the United States have on board a total number of persons greater 
than that for whom accommodation is provided in the lifeboats on 
board. The number and types of such boats shall be determined by 
regulations of the Board of bupereiane Inspectors, approved by the 
Secretary of Commerce. 

[At no moment of its voyage may any passenger steam vessel of 
the United States on the Great Lakes, on routes more than three miles 
offshore, except over waters whose depth is not sufficient to submerge 
all the decks of the vessel, have on board a total number of persons, 
including passengers and crew, greater than that for whom accom- 
modation is provided in the lifeboats and pontoon life rafts on board. 
The accommodation provided in lifeboats shall in every case be suffi- 
cient to accommodate at least seventy-five per centum of the persons 
on board. The number and types of such lifeboats and life rafts shall 
be determined by regulations of the Board of Supervising Inspectors, 
approved by the Secretary of Commerce: Provided, That during the 
interval from May fifteenth to September fifteenth, inclusive, any 
such steamer shall be required to carry accommodation for not less 
than fifty per centum of persons on board in lifeboats and pontoon 
life rafts, of which accommodation not less than two-fifths shall be in 
lifeboats and three-fifths may be in collapsible boats or rafts, under 
regulations of the Board of Supervising Inspectors, approved by the 
Secretary of Commerce: Provided further, That all passenger steam 
vessels of the United States, the keels of which are laid after the first 
of July, nineteen hundred and fifteen, for service on ocean routes, or 
for service from September fifteenth to May fifteenth on the Great 
Lakes on routes more than three miles offshore, shall be built to carry, 
and shall carry, enough lifeboats and life rafts to accommodate all 

ersons on board, including passengers and crew: And provided further, 
hat not more than twenty-five per centum of such equipment may 
be in pontoon life rafts or collapsible lifeboats. 

[At no moment of its voyage may any cargo steam vessel of the 
United States on the Great Lakes have on board a total number of 
persons greater than that for whom accommodation is provided in the 
lifeboats on board. The number and types of such boats shall be 
determined by regulations of the Board of Supervising Inspectors 
approved by the Secretary of Commerce. 

[The number, types, and capacity of lifeboats and life rafts, to- 
gether with the proportion of such accommodation to the number of 
persons on board which shall be carried on steam vessels on the Great 
Lakes, on routes three miles or less offshore or over waters whose 
depth is not sufficient to submerge all the decks of the vessel, and on 
all other lakes, and on rivers, bays, and sounds, shall be determined 
by regulations of the Board of Supervising Inspectors, approved by 
the Secretary of Commerce. 

[The Secretary of Commerce is authorized in specific cases to 
exempt existing vessels from the requirements of this section that the 
davits shall be of such strength and shall be fitted with a gear of suf- 
ficient power to insure that the boats can be lowered with their full 
complement of persons and equipment, the vessel being assumed to 
have a list of fifteen degrees, where their strict application would not 
be practicable or reasonable. 
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(CERTIFICATED LIFEBOAT MEN——MANNING OF THE BOATS 


[There shall be for each boat or raft a number of lifeboat men at 
least equal to that specified as follows: If the boat or raft carries 
twenty-five persons or less, the minimum number of certificated life- 
boat men shall be one; if the boat or raft carries twenty-six persons 
and less than forty-one persons the minimum number of certificated 
lifeboat men shall be two; if the boat or raft carries forty-one persons 
and less than sixty-one persons the minimum number of certificated 
lifeboat men shall be three; if the boat or raft carries from sixty-one 
to eighty-five persons, the minimum number of certificated lifeboat 
men shail be four; if the boat or raft carries from eighty-six to one 
hundred and ten persons, the minimum number of certificated life- 
boat men shall be five; if the boat or raft carries from one hundred 
and eleven to one hundred and sixty persons, the minimum number 
of certificated lifeboat men shall be six; if the boat or raft carries 
from one hundred and sixty-one to two hundred and ten persons, the 
minimum number of certificated lifeboat men shall be seven; and, 
thereafter, one additional certificated lifeboat man for each additional 
fifty persons: Provided, That if the raft carries fifteen persons or less 
a licensed officer or able seaman need not be placed in charge of such 
raft: Provided further, That one-half the number of rafts carried shall 
have a capacity of exceeding fifteen persons. 

[The iheenion of the certificated lifeboat men to each boat and 
raft remains within the discretion of the master, according to the 
circumstances. 

[By “certificated lifeboat man” is meant any member of the crew 
who holds a certificate of efficiency issued under the authority of the 
Secretary of Commerce, who is hereby directed to provide for the 
issue of such certificates. 

[In order to obtain the special lifeboat man’s certificate the appli- 
cant must prove to the satisfaction of an officer designated by the 
Secretary of Commerce that he has been trained in all the operations 
connected with launching lifeboats and the use of oars; that he is 
acquainted with the practical handling of the boats themselves; and, 
further, that he is capable of understanding and answering the orders 
relative to lifeboat service. 

[Section forty-four hundred and sixty-three of the Revised Statutes 
as amended is hereby amended by adding the words “‘including certifi- 
cated lifeboat men, separately stated,” to the word ‘‘crew” wherever 
it occurs. 

[MANNING OF BOATS 


[A licensed officer or able seaman shall be placed in charge of each 
boat or pontoon raft; he shall have a list of its lifeboat men, and other 
members of its crew which shall be sufficient for her safe management, 
and shall see that the men placed under his orders are acquainted with 
their several duties and stations. 

[A man capable of working the motor shall be assigned to each 
motor boat. 

[The duty of seeing that the boats, pontoon rafts, and other life- 
saving appliances are at all times ready for use shall be assigned to one 
or more officers. 
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[MUSTER ROLL AND DRILLS 


[Special duties for the event of an emergency shall be allotted to 
each member of the crew. 

{The muster list shows all these special duties, and indicates, in 
particular, the station to which each man must go, and the duties 
that he has to perform. 

[Before the vessel sails the muster list shall be drawn up and 
exhibited, and the proper authority, to be designated by the Secretary 
of Commerce, shall be satisfied that the muster list has been prepared 
for the vessel. It shall be posted in several parts of the vessel, and 
in particular in the crew’s quarters. 


[MUSTER LIST 


[The muster list shall assign duties to the different members of 
the crew in connection with— 

[(a) The closing of the water-tight doors, valves, and so forth. 

(b) The equipment of the boats and rafts generally. 
(c) The launching of the boats attached to davits. 

: (d) The general preparation of the other boats and the pontoon 
raits. 

[(e) The muster of the passengers. 

[(f) The extinction of fire. 

{The muster list shall assign to the members of the stewards’ 
department their several duties in relation to the passengers at a timo 
of emergency. These duties shall include— 

[(a) Warning the passengers. 

[(b) Seeing that they are dressed and have put on their life jackets 
in a proper manner. 

(c) Assembling the passengers. 
(d) Keeping order in the passages and on the stairways, and, 
generally, controlling the movements of the passengers. 

[The muster list shall specify definite alarm signals for calling all 
the crew to the boat and fire stations, and shall give full particulars 
of these signals. 

[MUSTERS AND DRILLS 


(Musters of the crews at their boat and fire stations, followed by 
boat and fire drills, respectively, shall be held at least once a week, 
either in port or at sea. An entry shall be made in the official log book 
of these drills, or of the reason why they could not be held. 

[Different groups of boats shall be used in turn at successive boat 
drills. The drills and inspections shall be so arranged that the crew 
thoroughly understand and are practiced in the duties they have to 
perform, and that all the boats and pontoon rafts on the ship with the 
gear appertaining to them are always ready for immediate use. 


[LIFE JACKETS AND LIFE BUOYS 


[A life jacket of an approved type, or other appliance of equal 
buoyancy and capable of being fitted on the body, shall be carried for 
for every person on board, and, in addition, a sufficient number of life 
jackets, or other equivalent applicances, suitable for children. 
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[First. A life jacket shall satisfy the following conditions: 

{ (a) It shall be of approved material and construction. 

[(b) It shall be capable of supporting in fresh water for twenty-four 
hours fifteen pounds avoirdupois of iron. 

[Life jackets the buoyancy of which depends on air compartments 
are prohibited. 

[Second. A life buoy shall satisfy the following conditions: 

{ (a) It shall be of solid cork or any other equivalent material. 

{.(b) It shall be capable of supporting in fresh water for twenty- 
four hours at lease thirty-one pounds avoirdupois of iron. 

[Life buoys filled with rushes, cork shavings, or granulated cork, or 
any other loose granulated material, or whose buoyancy depends 
upon air compartments which require to be inflated, are prohibited. 

[Third. The minimum number of life buoys with which vessels 
are to be provided is fixed as follows: 

[Vessels under one hundred feet in length, minimum number of 
buoys, two; vessels one hundred feet and less than two hundred feet 
in length, minimum number of buoys, four, of which two shall be 
luminous; vessels two hundred feet and less than three hundred 
feet in length, minimum number of buoys, six, of which two shall be 
luminous; vessels three hundred feet and less than four hundred 
feet in length, minimum number of buoys, twelve, of which four 
shall be luminous; vessels four hundred feet and less than six hundred 
feet in length, minimum number of buoys, eighteen, of which nine 
shall be luminous; vessels six hundred feet and less than eight hundred 
feet in length, minimum number of buoys, twenty-four, of which 
twelve shall be luminous; vessels eight hundred feet and over in 
length, minimum number of buoys, thirty, of which fifteen shall be 
luminous. 

{Fourth. All the buoys shall be fitted with beckets securely seized. 
Where two buoys only are carried, one shall be fitted with a life line 
at least fifteen fathoms in length, and where more than two buoys are 
carried, at least one buoy on each side shall be fitted with a life line 
of at least fifteen fathoms in length. The lights shall be efficient self- 
igniting lights which can not be extinguished in water and they shall 
be kept near the buoys to which they belong, with the necessary means 
of attachment. 

[ Fifth. All the life buoys and life jackets shall be so placed as to be 
readily accessible to the persons on board; their position shall be 
plainly indicated so as to be known to the persons concerned, 

[The life buoys shall always be capable of being rapidly cast loose 
and shall not be permanently secured in any way. The owner of any 
vessel who neglects or refuses to provide and equip his vessel wit 
such lifeboats, floats, rafts, life preservers, line-carrying projectiles, 
and the means of propelling them, drags, pumps, or other appliances, 
as are required under the provisions of this section, or under the regu- 
lations of the Board of Supervising Inspectors, approved by the Secre- 
tary of Commerce, authorized by and made pursuant hereto, shall be 
fined not less than $500, nor more than $5,000, and every master of a 
vessel who shall fail to comply with the requirements of this section 
and the regulations of the Board of Supervising Inspectors, approved 
by the Secretary of Commerce, authorized by and made pursuant 
$500.5 shall upon conviction be fined not less than $50, nor more than 
$500. 
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[(1) Section 4470 of the Revised Statutes (46 U.S.C. 463) 


[‘‘Every steamer carrying passengers or freight shall be provided 
with suitable pipes and valves attached to the boiler to convey steam 
into the hold and to the different compartments thereof to extinguish 
fire, or such other suitable apparatus as may be prescribed by the 
regulations of the board of supervising inspectors, with the approval 
of the Secretary of Commerce and Labor, for extinguishing fire in the 
hold and compartments thereof by the introduction through pipes into 
such hold and compartments of carbonic acid gas or other fire-ex- 
tinguishing gas or vapor; and every stove used on board of any such 
vessel shall be well and securely fastened, so as to prevent it from 
being moved or overthrown, and all woodwork or other ignitible 
substances about the boilers, chimneys, cook houses, and stovepipes, 
exposed to ignition shall be thoroughly shielded by some incombustible 
material in such a manner as to leave the air to circulate freely be- 
tween such material and woodwork or other ignitible substance; and 
before granting a certificate of inspection the inspector shall require 
all other necessary provisions to be made throughout such vessel to 
guard against loss or danger from fire.’’] 


[(2) Section 4471 of the Revised Statutes (46 U.S.C. 464) 

[‘‘Sec. 4471. Every steamer permitted by her certificate of inspec- 
tion to carry as many as fifty passengers, or upward, and every 
steamer carrying passengers, which also carries cotton, hay, or hemp, 
shall be provided with a good double-acting steam fire pump, or other 
equivalent apparatus for throwing water. Such pump or other ap- 
paratus for throwing water shall be kept at all times and at all seasons 
of the year in good order and ready for immediate use, having at least 
two pipes of suitable dimensions, one on each side of the vessel, to 
convey the water to the upper decks, to which pipes there shall be 
attached, by means of stopcocks or valves, both between decks and 
on the upper deck, good and suitable hose of sufficient strength to 
stand a pressure of not less than one hundred pounds to the square 
inch, long enough to reach to all parts of the vessel and properly pro- 
vided with nozzles, and kept in good order and ready for immediate 
service. Each fire pump thus prescribed shall be supplied with water 
by means of a suitable pipe connected therewith, and passing through 
the side of the vessel so low as to be at all times under water when she 
is afloat. Every steamer shall also be provided with a pump which 
shall be of sufficient strength and suitably arranged to test the boilers 
thereof, 

[‘‘On and after October 1, 1937, every passenger vessel with berthed 
or stateroom accommodation for fifty or more passengers shall be 
equipped with an automatic sprinkler system, which shall be in 
addition to any other device or devices for fire protection, of a type 
prescribed by the Board of Supervising Inspectors and approved by 
the Secretary of Commerce. All enclosed portions of such vessels 
accessible to passengers or crew (except cargo holds, machinery spaces, 
and, when of fire-resisting construction, toilets, bathrooms, and spaces 
of similar construction) shall be protected by an automatic sprinkler 
system: Provided, That if after investigation the Bureau of Marine 
Inspection and Navigation finds in the case of a particular vessel the 
application of this paragraph is unnecessary properly to protect life 
on such vessel, an exception may be made. The Bureau of Marine 








ee 





24 COAST GUARD TO PRESCRIBE LIFESAVING REGULATIONS 


Inspection and Navigation shall cause to be made suitable tests and 
inspections as will insure the proper working of such systems. In 
carrying out the provisions of this paragraph the Bureau of Marine 
Inspection and Navigation is hereby authorized and directed to pre- 
scribe the particular approved type, character, and manner of installa- 
tion of systems to be fitted. The term ‘type’ as used in this paragraph 
shall be considered to mean any system which will give a prescribed 
or required efficiency and shall not mean some peculiar shape or design 
and shall not be confined to some certain brand or make.’’] 


[(3) Section 4479 of the Revised Statutes (46 U.S.C. 472) 


[‘‘The board of supervising inspectors may require steamers carry- 
ing either passengers or freight to be provided with such number and 
kind of good and efficient portable fire-extinguishers as, in the judg- 
ment of the board, may be necessary to protect them from fire when 
such steamers are moored or lying at a wharf without steam to work 
the pumps.”’] 

[(4) Section 4481 of the Revised Statutes (46 U.S.C. 474) 

[‘‘Every steam-vessel navigating rivers only, except ferryboats, 
freight-boats, canal-boats, and towing-boats, of less than fifty tons, 
shall have at least one good substantial boat with lines attached, and 
properly supplied with oars, and kept in good condition at all times, 
and ready for immediate use; and in addition thereto, every such 
vessel carrying passengers shall have one or more metallic life-boats, 
fire-proof, at in all respects good and substantial boats, of such 
dimensions and arrangements as the board of supervising inspectors 
by their regulations shall prescribe, which boats shall be carried in the 
most convenient manner to be brought into immediate use in case of 
accident. But where the character of the navigation is such that, in 
the opinion of the supervising inspector, the metallic life-boats can be 
dispensed with, he may exempt any such vessel from carrying the 
same; or may require a substitute therefor, at his discretion.’’] 


[(5) Section 4482 of the Revised Statutes (46 U.S.C. 475) 


[‘‘Every such steam-vessel carrying passengers shall also be pro- 
vided with a good life-preserver, made of suitable material, for every 
cabin passenger for which she will have accommodation, and also a 
good life-preserver or float for each deck or other class passenger 
which the inspector’s certificate shall allow her to carry, including the 
officers and crew; which life-preservers or floats shall be kept in con- 
venient and accessible places on such vessel in readiness for immediate 
use in case of accident.’ ] 


[(6) Section 4483 of the Revised Statutes (46 U.S.C. 476) 


[‘‘Every such steam vessel carrying passengers shall keep such fire 
buckets, axes, and water barrels as shall be prescribed by the regula- 
tions established by the board of supervising inspectors, with the 
approval of the Secretary of Commerce and Labor. The buckets and 
barrels shall be kept in convenient places and filled with water, to be 
in readiness in case of fire, and the axes shall be kept in good order and 
ready for immediate use. Tanks of suitable dimensions and arrange- 
ment, or buckets in sufficient number, may be substituted for 
barrels.’ 
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[(7) Section 4492 of the Revised Statutes (46 U.S.C. 490) 

[‘‘Every barge carrying passengers, while in tow of any steamer, 
shall be subject to the provisions ot this Title relating to fire-buckets, 
axes, life-preservers, and yawls, to such extent as shall be prescribed 
by the board of supervising inspectors; and for any violation of this 
section the penalty shall be two hundred dollars, recoverable one- 
half for the use of the informer.’’] 


[(8) Section 2(a) of the Act of October 9, 1940 (ch. 777, 54 Stat. 1028; 
46 U.S.C. 4682) 

[‘‘Such provision to guard against and extinguish fire shall be made 
on every vessel which is subject to the provisions of subsection (4), 
(5), or (6) of Section 1 of this Act, or of any other section of title 52 
of the Revised Statutes, as amended (sections 4399 to 4500, inclusive), 
or Acts amendatory or supplementary thereto, as shall be prescribed 
by the Board of Supervising Inspectors and approved by the Secre- 
tary of Commerce.’ 

[(9) Section 11 of the Act of May 28, 1908 (ch. 212, 35 Stat. 428; 46 
U.S.C. 396) 

[‘‘That every such barge shall be equipped with the following ap- 
pliances of kinds approved by the Board of Supervising Inspectors: 
At least one lifeboat, at least one anchor with suitable chain or cable, 
and at least one Jife-preserver for each person on board.’ ] 
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TRANSFERRAL OF FUNCTIONS RESPECTING WORLD WAR 
II INSURANCE BENEFITS AND DISABILITY PAYMENTS 
FOR SEAMEN 


Aucust 24, 1959.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Bonner, from the Committee on Merchant Marine and 
Fisheries, submitted the following 


REPORT 


[To accompany §. 2334] 


The Committee on Merchant Marine and Fisheries, to whom was 
referred the bill (S. 2334) to transfer from the Department of Com- 
merce to the Department of Labor certain functions in respect of 
insurance benefits and disability payments to seamen for World War 
II service-connected injuries, death, or disability, and for other pur- 
poses, having considered the same, report favorably thereon without 
amendment and recommend that the bill do pass. 


PURPOSE OF THE BILL 


The Department of Commerce, through the Maritime Administra- 
tion, is responsible for administering the provisions of (1) section 222 
of subtitle “Insurance” of title [I] of the Merchant Marine Act, 1936, 
as amended, relating to marine war risk insurance for crew life and 
injury and second seamen’s war risk insurance policies; and (2) the 
provisions of Public Law 449, 78th Congress, act of September 30, 
1944 (58 Stat. 758), which provides benefits to seamen for permanent 
disability (partial or total) resulting from war injuries, payable after 
exhaustion of benefits under the crew life and injury or second sea- 
men’s war risk policy. 

The bill S. 2334 would transfer from the Department of Commerce 
to the Department of Labor all functions under Public Law 449, 78th 
Congress, in respect of disability claims and medical care, and author- 
ize the payment of war risk insurance benefits by the Department of 
Labor from the employees’ compensation fund upon certification of 
the eligibility of beneficiaries by the Department of Commerce. 
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NEED FOR THE LEGISLATION 


By far the larger volume of administrative activity and payments 
arise under the postinsurance benefits of Public Law 449, 78th Con- 

ress. Payments of these benefits have been made from a special 
fund which has been made available in annual appropriations for 
liquidation of claims of the War Shipping Administration. The 1959 
appropriation for the Department of Commerce (Public Law 85-766; 
72 Stat. 866) continued the funds available for these payments only 
until June 30, 1959. After that date, the Maritime Administration 
has no funds from which these disability payments can be made. 

Currently, there are 62 seamen beneficiaries receiving monthly 
disability payments pursuant to Public Law 449, 78th Congress. 
These seamen are entitled under the law to receive such benefits for 
as long as they live and are unable to work at gainful employment 
due to injuries sustained as a result of enemy action during World 
War II. The monthly payments vary, depending on several factors 
such as disability rate, wages at the time of injury, dependency, 
need for an attendant’s services, and in some cases any current 
monthly earnings. Payments on these cases for the fiscal year 
July 1, 1957, to June 30, 1958, were $124,188.92. It is estimated 
that the payments for the fiscal year ending June 30, 1959, will be 
approximately $140,000. 

Based on prior costs, it is estimated that $200,000 annually will be 
required for the next few years to discharge the payments arising 
from war risk insurance, disability claims, and medical benefits for 
World War II seamen. In this connection it should be noted that 
the obligation for these payments is now approaching peak costs due 
to the ages of the disabled seamen, and that thereafter the payments 
will gradually diminish to the point of complete expiration. 

Payments of benefits to disabled seamen under Public Law 449, 
78th Congress, are payable in accordance with rate schedules pre- 
scribed for employees’ compensation benefits by the Federal Em- 
ployees’ Compensation Act. 

July 1, 1959, is the effective date of the bill. As stated, after that 
date, the Maritime Administration, Department of Commerce, 
has no funds to continue the payments. 

The bill was developed through consultation between the Depart- 
ment of Labor and the Department of Commerce. It was cleared 
by the Bureau of the Budget and submitted to the Congress by 
Executive communication. 


COST OF THE LEGISLATION 


Since this bill merely transfers a function from the Department 
of Commerce to the Department of Labor, its enactment will involve 
no additional cost to the Government. It is understood that the 
Department of Labor will absorb the transferred function without 
requirement of additional personnel or other significant administra- 
tive expense. 

The bill makes no changes in existing law. 

The departmental reports received in the Senate are as follows: 
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THE SECRETARY OF COMMERCE, 
Washington, D.C., July 2, 1959. 
Hon. Ricuarp M. Nrxovn,! 
President of the Senate, 
U.S. Senate, W ‘ashington, D.C. 


Dear Mr. Presipent: There are submitted herewith four copies of 
a proposed bill, together with a statement of purpose and provisions 
of the draft bill, to transfer from the Department of Commerce to the 
Department of Labor certain functions in respect of insurance benefits 
and disability payments to seamen for World War II service-connected 
injuries, death, or disability. 

The proposed bill is designed to transfer from the Department of 
Commerce to the Department of Labor all functions under Public Law 
449, 78th Congress, in respect of disability claims and medical care for 
partially or totally disabled seamen, and to authorize the payment of 
war risk insurance benefits by the Department of Labor from the 
employees’ compensation fund upon certification of the eligibility of 
beneficiaries by the Department of Commerce. 

The proposed legislation was developed through consultation 
between the Department. of Labor and the Department of Commerce. 

The purpose and provisions of the proposed bill are set out in the 
accompanying statement. 

The Bureau of the Budget has advised that there would be no 
objection to the submission of this proposed legislation to the Congress. 

Sincerely yours, 
Freperitck H. MvueELLeER, 
Acting Secretary of Commerce. 


A BILL To transfer from the Department of Commerce to the Department of Labor certain functions in 
respect of insurance benefits and disability payments to seamen for World War II service-connected 
injuries, death, or disability, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That the Secretary of Com- 
merce shall certify to the Secretary of Labor amounts payable under 
crew life and injury and second seamen’s war risk insurance policies 
issued under authority of subtitle “Insurance” of title II of the 
Merchant Marine Act, 1936, as amended, extended, and supple- 
mented (Act of June 29, 1940, section 222 (54 Stat. 689); Act of 
March 6, 1942 (56 Stat. 140); Act of April 11, 1942 (56 Stat. 214); 
Act of March 24, 1943, section 2 (57 Stat. 45); Act of September 30, 
1944 (58 Stat. 758); Act of August 8, 1946 (60 Stat. 937)). Payments 
of such amounts so certified shall be made by the Secretary of Labor 
from the Employees Compensation Fund established under the Fed- 
eral Employees’ Compensation Act of September 7, 1916, as amended 
(5 U.S.C. 751, 785). 

Sec. 2. The powers, duties, and functions of the Secretary of 
Commerce i in respect of permanent total or partial disability benefits 
(allowable upon exhaustion of insurance benefits referred to in section 
1 hereof) under section 2(c) of the Act of March 24, 1943 (Public 
Law 17, 78th Congress, 57 Stat. 45), as amended by the Act of 
September 30, 1944 (Public Law 449, 78th Congress, 58 Stat. 758), 
are hereby transferred to the Secretary of Labor. Payments of such 
benefits, including costs and payments on account of medical care 





' Identical letter sent to Hon. Sam Rayburn, Speaker of the House of Representatives. 
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authorized by the Secretary of Labor, shall be made by him from 
the Employees’ Compensation Fund as established under the Federal 
Employees’ Compensation Act of September 7, 1916, as amended 
(5 U.S.C. 751, 785). The Secretary of Commerce shall furnish to 
the Secretary of Labor such information, data, and reports and cer- 
tifications in respect of cases within the purview of this section as 
the Secretary of Labor may request. Nothing in this section shall 
be construed to authorize any appeal to, or review or redetermination 
by, the Secretary of Labor from any order, finding, determination, 
or adjudication in respect of eligibility for benefits made by the 
Secretary of Commerce in force on the effective date of this Act, 
except upon a showing to the satisfaction of the Secretary of Labor 
of a change in the nature and extent of the disability for which bene- 
fits were approved for payment in accordance with the provisions of 
such Acts. 

Sxc. 3. The Secretary of Labor is authorized to make such rules 
and regulations as he may deem necessary or appropriate to carry 
out the provisions of this Act and the functions vested in him by 
this Act. 

Sec. 4. This Act shall become effective as of July 1, 1959. 


STATEMENT OF PURPOSE AND PROVISIONS OF DRAFT BILL TO TRANSFER 
FROM THE DEPARTMENT OF COMMERCE TO THE DEPARTMENT OF LABOR 
CERTAIN FUNCTIONS IN RESPECT OF INSURANCE BENEFITS AND DIS- 
ABILITY PAYMENTS TO SEAMEN FOR WORLD WAR II SERVICE-CONN ECT- 
ED INJURIES, DEATH, OR DISABILITY, AND FOR OTHER PURPOSES 


The Department of Commerce through the Maritime Administra- 
tion is responsible for administering the provisions of (1) section 222 of 
subtitle ‘“Insurance”’ of title II of the Merchant Marine Act, 1936, as 
amended,’ relating to marine war risk insurance for crew life and injury 
and second seamen’s war risk insurance policies; and (2) the provisions 
of Public Law 449, 78th Congress, act of September 30, 1944 (58 
Stat. 758), which provides benefits to seamen for permanent disability 
(partial or total) resulting from war injuries, payable after exhaustion 
of benefits under the crew life and injury or second seamen’s war risk 
policy. 

In accordance with consultations between the Department of Labor 
and the Department of Commerce, it is proposed to transfer from the 
Department of Commerce to the Department of Labor all functions 
under Public Law 449, 78th Congress, in respect of disability claims 
and medical care, and to authorize the payment of war risk insurance 
benefits by the Department of Labor from the employees’ compensa- 
tion fund upon certification of the eligibility of beneficiaries by the 
Department of Commerce. 

By far the larger volume of administrative activity and payments 
arise under the postinsurance benefits of Public Law 449, 78th Con- 
gress. Payments of these benefits have been made from a special 
fund which has been made available in annual appropriations for 
liquidation of claims of the War Shipping Administration. The 1959 

2 Act of June 29, 1940, sec. 222 (54 Stat. 689); act of Mar. 6, 1942 (56 Stat. 140); act of Apr. 11, 1942 (56 Stat. 


214); act of Mar. 24, 1943, sec. 2 (57 Stat. 45); act of Sept. 30, 1944 (58 Stat. 758); act of Aug. 8, 1946 (60 Stat. 
937). 
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appropriation for the Department of Commerce (Public Law 85-766, 
72 Stat. 866) continued the funds available for these payments only 
until June 30, 1959. After that date, the Maritime Administration 
will have no funds from which these disability payments can be made. 

Currently there are 62 seamen beneficiaries receiving monthly 
disability payments pursuant to Public Law 449, 78th” Congress. 
These seamen are entitled under the law to receive such benefits 
as long as they live and are unable to work at gainful employment 
due to injuries sustained as a result of enemy action during World 
War II. The monthly payments vary, depending on several factors 
such as disability rate, wages at the time of injury, dependency, need 
for an attendant’s services, and in some cases any current monthly 
earnings. Payments on these cases for the fiscal year July 1, 1957, 
to June 30, 1958, were $124,188.92. It is estimated that the payments 
for the fiscal year ending June 30, 1959, will be approximately $140,000. 

Arrangements have been made by the Maritime Administration 
with the U.S. Public Health Service to furnish hospital and medical 
care, where possible, to these disabled seamen on a reimbursable basis, 
When necessary, private hospital and medical care is also furnished, 
Other related expenses such as replacement of artificial limbs, ortho- 
pedic shoes, and hearing aids, together with nominal travel allowancc S, 
are incurred in connection with these disabled seamen. Payments for 
hospitalization and medical care for these seamen during the fiscal 
year July 1, 1957, to July 1, 1958, were $25,693.45. It is estimated 
that the payments for the fiscal year ending June 30, 1959, will be 
approximately $30,000. 

At present ‘only one seaman is receiving monthly benefits under the 
crew life and injury policy issued by the former War Shipping Admin- 
istration. ‘These payments amount to $100 a month when the seaman 
is hospitalized and $150 a month when not hospitalized in accordance 
with the provisions of the policy. Approximately $4,000 has been 
paid to the beneficiary at this time. After the final payment on the 
insurance policy (about November 1959), this disabled seaman will 
become eligible for continued benefits under the provisions of Public 
Law 449, 78th Congress. 

There are at present several cases pending involving claims of 
eligibility for disability benefits under the provisions of the second 
seamen’s war risk policy or the crew life and injury policy issued by 
the War Shipping Administration during World War II. These claims 
are the result of a recurrence of injuries sustained, or a disease con- 
tracted (primarily tuberculosis) by seamen during World War II 
through enemy action or internment in an enemy prison camp, and 
such seamen only received partial benefits from the policy. It is 
estimated that $20,000 annually will be needed for this contingency 
to cover monthly disability benefits and hospital and medical expenses. 

Additionally, there are certain beneficiaries who have not yet actu- 
ally received the death benefits from crew life and injury policies due 
to the fact that such beneficiaries reside in foreign blocked countries 
to which U.S. funds cannot be transferred at this time. A sum of 
$12,000 is needed to cover this obligation. 

Based on prior costs it is estimated that $200,000 annually will be 
required for the next few years to discharge the payments arising 
from war risk insurance, disability claims, and medical benefits for 
World War II seamen. In this connection it should be noted that 
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the obligation for these payments is now approaching peak costs due 
to the ages of the disabled seamen, and that thereafter the payments 
will gradually diminish to the point of complete expiration. 
Payments of benefits to disabled seamen under Public Law 449, 
8th Congress, are payable in accordance with rate schedules pre- 
scribed for employees’ compensation benefits by the Federal Em- 
ployees’ Compensation Act. 


U.S. DeparTMENT or Labor, 
OFFICE OF THE SECRETARY, 
Washington, July 15, 1959. 
Hon. Warren G. Maanuson, 
Chairman, Committee on Interstate and Foreign Commerce, 
U.S. Senate, Washington, D.C. 


Dear SENATOR Macnu son: This is in further reply to your request 
for our comments on S. 2334, a bill to transfer from the ‘Department 
of Commerce to the Department of Labor certain functions in respect 
of insurance benefits and disability payments to seamen for World 
War II service-connected injuries, death, or disability, and for other 
purposes. 

The purpose of this proposal is to transfer from the Secretary of 
Commerce to the Secretary of Labor functions relating to the pay- 
ment of disability benefits for seamen employed by the War Shipping 
Administration during World War II. The bill authorizes the Secre- 
tary of Labor to pay from the Federal employees’ compensation fund, 
established under the Federal Employees’ Compensation Act (39 
Stat. 742, as amended), disability claims arising under certain war 
risk insurance policies issued to seamen under existing law. It would 
also authorize the Secretary of Labor to adjudicate disability claims 
for seamen who have exhausted their insurance benefits under these 
war risk insurance policies and who are eligible under existing law for 
further disability benefits measured by the benefits for Federal em- 
ployees under the Federal Employees’ Compensation Act. Payment 
of these claims would also be authorized from the employees’ com- 
pensation fund. 

We understand that funds for the payment, by the Secretary of 
Commerce, of the disability claims to which S. 2334 relates, have been 
discontinued by Congress as of the beginning of the current fiscal year. 
S. 2334 is therefore made retroactive to July 1, 1959, to prevent any 
loss of benefits. 

We would not object to the enactment of this proposal. 

The Bureau of the Budget advises that there is no objection to the 
submission of this report. 

Sincerely yours, 
James T. O’CoNNELL, 
Under Secretary of Labor. 
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LANDS IN TRUST FOR MEMBERS OF THE FORT McDER- 
MITT PAIUTE AND SHOSHONE TRIBE OF INDIANS OF 
THE FORT McDERMITT INDIAN RESERVATION, NEV. 


Avuaust 24, 1959.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Hatey, from the Committee on Interior and Insular Affairs, sub- 
mitted the following 


REPORT 


[To accompany H.R. 24] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H.R. 24) to provide that certain real property of 
the United States situated in the State of Nevada shall be held in 
trust for members of the Fort McDermitt Paiute and Shoshone Tribe 
of Indians of the Fort McDermitt Indian Reservation, Nev., having 
considered the same, report favorably thereon with an amendment 
and recommend that the bill as amended do pass. 

The amendment is as follows: 

Page 2, following line 8, add a new section to read as follows: 


Sec. 3. This Act shall become effective upon agreement by 
the Fort McDermitt Paiute and Shoshone Tribe of Indians 
to eliminate from their suit now pending before the Indian 
Claims Commission under the Act of August 13, 1946 (60 
Stat. 1049), any claim based on alleged inadequate com- 
pensation for the lands involved in this Act and to renounce 
any other claim they may have with respect thereto. If 
the lands involved herein are not embraced within said suit, 
the transfer hereby authorized shall be considered by way 
of offset under section 2 of said Act. Nothing contained in 
this Act shall be construed as an admission of liability on 
the part of the United States with respect to these or any 
other lands. 
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PURPOSE 


The purpose of H.R. 24, introduced by Representative Baring, is to 

rovide that 160 acres of federally owned land on the Fort McDermitt 

indian Reservation in Nevada shall be held in trust for the Fort 
McDermitt Paiute and Shoshone Tribe of Indians. 


NEED 


The land was first set aside as the Fort McDermitt Military Reser- 
vation in 1867 and was transferred to the Secretary of the Interior in 
1889. From 1902 to 1952 it was used in connection with an Indian 
boarding school. The land and the school building have an estimated 
value of $11,400. They have been declared excess to the needs of the 
Bureau of Indian Affairs. The Indians will probably use the land for 
grazing and ranching purposes and the improvements for a recreation 
center. H.R. 24 is needed in order to give the acreage, which is sur- 
rounded by tribal land, trust status and to assure that any moneys 
derived from its operation will accrue to the tribe. 


AMENDMENT 


A committee amendment (sec. 3) requires that the Fort McDermitt 
Tribe, which has a suit pending before the Indian Claims Commis- 
sion, shall eliminate from it any claim for the lands involved in this bill 
before the proposed transfer is made. If the suit does not embrace 
a claim for the 160 acres, the lands transferred will be considered an 
offset against any sum awarded the Indians. 


COST 


Enactment of H.R. 24 will require no expenditure of Federal funds. 


DEPARTMENTAL RECOMMENDATION 


The favorable report of the Secretary of the Interior dated June 12, 
1959, is as follows: 
DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., June 12, 1959. 
Hon. Wayne N. Asprnatu, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D.C. 


Dear Mr. AspiINALu: Your committee has requested a report on 
H.R. 24, a bill to provide that certain real property of the United 
States situated in the State of Nevada shall be held in trust for mem- 
bers of the Fort McDermitt Paiute and Shoshone Tribe of Indians of 
the Fort McDermitt Indian Reservation, Nev. 

We have no objection to the enactment of the bill. 

The bill declares that all the right, title, and interest of the United 
States in 160 acres more or less lying within the Fort McDermitt 
Indian Reservation, Nev., shall be held in trust by the United States 
for the use and benefit of the members of the Fort McDermitt Paiute 
and Shoshone Tribe of Indians of the Fort McDermitt Indian Reser- 
vation, Nev. 
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This tract of land was set aside as the Fort McDermitt Military 
Reservation by Executive order dated September 3, 1867, as modified 
by Executive order of October 4, 1970. It was transferred to the con- 
trol of the Secretary of the Interior by Executive order of July 17, 
1889. On August 7, 1902, the 160-acre tract was set aside by the 
Acting Secretary for the use and benefit of the Indians, with the view 
of establishing at the proper time a day school. The Bureau of Indian 
Affairs operated a school on this site from 1905 to the close of the 1956 
school year. 

The school plant is now closed, and the Bureau has no foreseeable 
need for the land and buildings. ‘The land is surrounded by tribal 
land, and the proposed gift to the tribe would be in keeping with the 
earlier action in setting the land aside for the use of the Indians. 

Whether the title to the federally donated land should be taken by 
the tribe in a trust or in an unrestricted status is a subject on which 
we express no opinion. Congress has sometimes provided for the one 
type of title and sometimes for the other. 

The Bureau of the Budget has advised us that they have no objec- 
tion to the submission of this report. 

Sincerely yours, 
Rocer Ernst, 
Assistant Secretary of the Interior. 


COMMITTEE RECOMMENDATION 


The Committee on Interior and Insular Affairs recommends enact- 
ment of H.R. 24, as amended. 
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LOWER RIO GRANDE REHABILITATION PROJECT, TEXAS, 
LA FERIA DIVISION 


Avaust 24, 1959.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Rocers of Texas, from the Committee on Interior and Insular 
Affairs, submitted the following 


REPORT 


[To accompany H.R. 4279] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H.R. 4279) to authorize the Secretary of the Interior 
to construct, rehabilitate, operate, and maintain the lower Rio Grande 
rehabilitation project, Texas, La Feria division. having considered 
the same, report favorably thereon with an amendment and recom- 
mend that the bill as amended do pass. 

The amendment is as follows: 

Page 1, line 6, strike out the words “particularly the Act of July 4, 
1955 (69 Stat. 244),” and insert in lieu thereof ‘the last sentence of 
Section 1 of the Act of October 7, 1949 (63 Stat. 724),” 

Page 2, line 7, after the words “over a” insert the word ‘‘basic”’ 

Page 2, line 8, strike out the words: 


or as near thereto as is consistent with the adoption and 
operation of a variable payment formula which, being based 
on full repayment within said period under average condi- 
tions, permits variance in the required annual payments in 
the light of economic factors pertinent to the ability of the 
organization to pay, 


Page 3, line 13, strike out the words “the sum of $5,750,000 (July 
1958 costs),’’ and insert in lieu thereof ‘‘the sum of $6,000,000 (January 
1959 costs),”’ 

PURPOSE 


H.R. 4279, introduced by Representative Kilgore, would authorize 
the Secretary of the Interior to construct, rehabilitate, operate, and 
maintain the La Feria division of the lower Rio Grande rehabilitation 
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project, Texas, thereby permitting more economical operation and 
maintenance of the district’s irrigation works, providing more efficient 
water deliveries, reducing distribution system losses, and reducing the 
flooding of lands in some areas. 


BACKGROUND AND NEED 


The La Feria Water Control and Improvement District is one of 
the 37 water control and improvement districts in the lower Rio 
Grande Valley, a highly developed agricultural area where crop pro- 
duction is almost entirely dependent upon irrigation from flows of 
the Rio Grande. These flows are partially regulated by Falcon Dam 
which was constructed by the International Boundary and Water 
Commission under the terms of the 1945 treaty with Mexico. Most 
of the diversion and distribution system now serving lands in the La 
Feria division has been in continuous operation for over 40 years. 
These facilities, capable of serving the district’s entire irrigable area 
of about 27,000 acres, require modernization and improvement for 
efficient economical operation and to save for beneficial use waters 
now being lost through the presently inefficient system. 

It is estimated that rehabilitation of the works of the La Feria 
division will permit the saving of some 15,000 acre-feet of water 
annually that is now lost through seepage and other waste. The 
committee was advised that 2 acre-feet out of every 3 diverted into 
the system are lost. With the constantly increasing use of Rio Grande 
water for irrigation, this rehabilitation can be a vital factor in the 
future in assuring the La Feria division of an adequate supply of water. 
Rehabilitation of the works also will result in an annual saving of 
$64,000 in operation and maintenance costs. 


PLAN OF DEVELOPMENT 


The report of the Department of the Interior on the plan of rehabili- 
tation for the La Feria division was transmitted to the Congress on 
May 4, 1959, and is being printed as House Document 128. The plan 
provides for a general rehabilitation of the district’s diversion, distri- 
bution, and drainage systems. The river pumping plant and relift 
pumping plant would be completely overhauled. The plan also pro- 
vides for repair or replacement of deteriorated existing canal lining, 
installation of concrete lining or pipes in most of the presently unlined 
laterals of the irrigation distribution system, rehabilitation or replace- 
ment of deteriorated or inadequate irrigation drainage structures, 
cleaning and clearing of all earth canals and drains, and construction 
of access roads for maintenance purposes along all open canals and 
drains. 


COMMITTEE AMENDMENTS 


As introduced, H.R. 4279 provided that the act of July 4, 1955, 
under which the construction of distribution systems may be under- 
taken by the contracting water users’ organization with funds advanced 
by the Government, would apply to the La Feria division. Testimony 
before the committee brought out the fact that the local district actu- 
ally wanted to do only part of the rehabilitation work and not the 
complete distribution system as provided in the above-mentioned act. 
Therefore, at the request of the author of the bill and with the under- 
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standing that the Department of the Interior had no objection, the 
committee deleted the reference to the act of July 4, 1955, and cited 
instead the act of October 7, 1949, the Rehabilitation and Betterment 
Act, under which the local district can perform any part of the reha- 
bilitation work. The committee also deleted language in the bill re- 
ferring to a variable payment formula in connection with the repay- 
ment requirement. Legislation was enacted in the 85th Congress 
providing general authority for incorporating a variable repayment 
plan in repayment contracts and the inclusion of this language in 
specific project bills is undesirable. 


ECONOMIC ASPECTS 


The estimated construction cost of the rehabilitation work is $6 
million and this full amount is allocated to irrigation. Under the pro- 
visions of the bill, the La Feria district would be required to repay the 
full amount within a 35-year period with interest on that part which is 
attributable to furnishing benefits to ownerships in excess of 160 acres. 
The district has agreed to these repayment arrangements. 

Economic studies of the proposed rehabilitation project indicate 
that the benefits from this development would exceed the costs by a 
ratio of 5 to 1. 

AGRICULTURAL ASPECTS 


Fruits and vegetables and some cotton are the principal crops grown 
in the La Feria district. With respect to ownerships, the average size 
farm is approximately 80 acres. ‘There are only 11 farms out of 1,868 
with acreage exceeding 160 acres and the largest one is 361 acres. 


COMMITTEE CONCLUSIONS AND RECOMMENDATION 


The Committee on Interior and Insular Affairs concludes that the 
La Feria division has engineering and economic feasibility and that 
the cost can be repaid by the district in the period specified. The 
committee also concludes that the rehabilitation work is needed im- 
mediately and recommends that H.R. 4279 be enacted. 


DEPARTMENT'S REPORT 


The report of the Department of the Interior recommending the 
enactment of H.R. 4279 follows: 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., May 22, 1959. 
Hon. Wayne N. ASPINALL, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D.C. 


Dear Mr. AsPINALL: A report has been requested from this Depart- 
ment on H.R. 4279, a bill to authorize the Secretary of the Interior to 
construct, rehabilitate, operate, and maintain the lower Rio Grande 
rehabilitation project, Texas, La Feria division. 

We recommend that H.R. 4279 be enacted with the amendment 
hereafter set out. 

Our planning report on the La Feria division was transmitted to 
the Speaker of the House on May 4 and was referred to your com- 
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mittee. If enacted, H.R. 4279 would, in effect, provide the means of 
carrying out the recommendations made in that report. 

The proposed plan calls for rehabilitation of the existing irrigation 
and drainage works of the La Feria Water Control and Improvement 
District, Cameron County No. 3. Those works, though capable of 
serving the entire 27,000 acres of irrigable land in the district, require 
modernization and improvement for efficient and economical 
operation. 

The plan of rehabilitation therefore is designed to permit more 
economical operation and maintenance of the district’s irrigation 
works, to provide more efficient water deliveries, to reduce distribu- 
tion system losses, and to reduce flooding of lands in some areas by 
repair and improvement of the District’s irrigation and drainage 
system. It involves a small increase in water storage, repair or re- 

slacement of deteriorated existing canal lining, installation of concrete 
baing or pipes in most of the presently unlined laterals of the irriga- 
tion system, rehabilitation or replacement of deteriorated or inade- 
quate irrigation and drainage structures, an increase in drainage pump- 
ing capacity, cleaning and clearing of all earth canals and drains, and 
construction of access roads for maintenance purposes along all open 
canals, laterals, and drains. H.R. 4279 calls specificaliy for the appli- 
cability to the La Feria division of the act of July 4, 1955 (69 Stat. 
244) under which the construction of distribution systems may be 
undertaken by the contracting water users’ organization itself with 
funds advanced by the Government. 

The total estimated construction cost of the proposed plan of re- 
habilitation for the La Feria division is about $6 million on the basis 
of January 1959 prices. ‘The entire cost is allocable to irrigation and, 
with the exception of $9,500 already contributed by the district 
toward investigation costs, is reimbursable. Under the provisions of 
the bill the district would be required to repay this cost within a 35- 
year period. The amortization capacity of the district lands is ample 
for repayment of the estimated construction costs by the water users 
within a period of 35 years. 

The proposed plan for rehabilitation of the La Feria division has 
engineering feasibility and is economically justified. On the basis of a 
35-year period of analysis, the evaluated annual direct benefits were 
estimated to exceed annual costs in the ratio of about 1.4 to 1. 

H.R. 4279 would provide, in lieu of the excess lands provisions of the 
Federal reclamation laws, for the payment of interest by the owners 
of excess land similar to the requirement of section 5(c)(2) of the 
Small Reclamation Projects Act of 1956 (70 Stat. 1044), as amended. 
An identical provision is contained in the act of April 7, 1958 (72 
Stat. 83), relating to the Mercedes division of this same lower Rio 
Grande rehabilitation project. 

In view of the current construction cost estimate of $6 million, we 
recommend the substitution of the expression ‘the sum of $6 million 
(January 1959 costs)” for “the sum of $5,750,000 (July 1958 costs)” 
in line 13, page 3. 

We should like at this time to bring to your attention a correction 
which ought to be made at an appropriate time in the act of April 7, 
1958 (72 Stat. 82), the Mercedes division authorizing legislation. In 
section 1 of that act, reference is made to “the lower Rio Grande 
reclamation project”. ‘The proper reference, as it is correctly stated 
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in the title of that act and in section 1 of H.R. 4279, is “lower Rio 
Grande rehabilitation project’’. 

A statement of the information called for by Public Law 801, 84th 
Congress, is attached. 

The Bureau of the Budget has advised that there would be no 
objection to the submission of this report to your committee. 

Sincerely yours, 
Frep G. AANDAHL, 
Assistant Secretary of the Interior. 


Estimated additional man-years of civilian employment and expenditures for the 1st 5 
years of proposed new or expanded programs 











1960 1961 1962 1963 1964 
Estimated additional man-years of civilian 
employment: 
Executive direction: 
ING ieteecc minced 1 1 1 1 1 
I oii aie eerie cad aie 1 1 1 1 1 
RRIIGIIID.. deniccennisicnittncceminitaia 1 1 1 1 1 
Total. executive direction__.....- 3 3 3 3 3 
Administrative services and support: } 
SE. cncicitintininddidmiaent 1 1 1 1 1 
CIN ccnaicdiacncpuemnneiecauind 2 3 3 3 3 
Property management__........... 1 1 1 1 1 
Records maintenance.__...........- 0 1 1 1 1 
Total, administrative services 
ee 4 6 6 6 6 
" as 
Substantive (program): 
Engineering aids. ................. 6 7 7 7 7 
DOOD. hi i cdactnduankisnenmne 12 15 18 20 18 
Total, substantive._............. 18 22 25 27 25 
——>.|s_|_ —S _E—————S.- _ Olas  B eee 
Total, estimated additional man- 
years of civilian employment... 25 31 34 36 34 
Estimated additional expenditures: 
ee eee $155, 000 $190, 000 $210, 000 $220, 000 $210, 000 
Bee GR i 4k cmibinniiieetnmanuaasien 345,000 | 1,010,000} 1,290,000} 1, 480,000 867, 662 
Total estimated additional expendi- 
WUE diss dtitadandestaeeciioatees 500,000 | 1,200,000; 1,500,000; 1,700,000 1, 077, 662 
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WHEAT ACREAGE HISTORY 


Avcust 24, 1959.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Cootry, from the Committee on Agriculture, submitted the 
following 


REPORT 


[To accompany H.R. 4874] 


The Committee on Agriculture, to whom was referred the bill 
(H.R. 4874) to amend section 334 of the Agricultural Adjustment Act 
of 1938, as amended, to provide that for certain purposes of this 
section, farms on which the farm marketing excess of wheat is adjusted 
to zero because of underproduction shall be regarded as farms on 
which the entire amount of the farm marketing excess of wheat has 
been delivered to the Secretary or stored to avoid or postpone the 
payment of the penalty, having considered the same, report favorably 
thercon without amendment and recommend that the bill do pass, 


PURPOSE 


The purpose of this bill is to correct an equitable situation which 
was inadvertently created by enactment in 1958 of Public Law 85-366. 
In that act, Congress amended the wheat marketing quota laws to 
prevent wheat producers who overplant their acreage from receiving 
credit for the excess acreage for history purposes. The purpose of 
this amendment is to correct an inadvertent omission in that law and 
to provide that a producer whose farm marketing excess is adjusted 
to zero because of underproduction will receive the same treatment as 
a producer who delivers to the Secretary or stores the farm marketing 
excess in accordance with applicable provisions of law. The purpose 
is explained in greater detail in the letter from the Department of 
Agriculture set out below. 

cost 


There would be no additional expense involved in carrying out the 
provisions of this bill. 


84006 
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DEPARTMENTAL APPROVAL 


Enactment of the bill was recommended by the Department of 
Agriculture in the following letter, which also explains in some detail 
the need for the legislation. 


DEPARTMENT OF AGRICULTURE, 
OFFICE OF THE SECRETARY, 
Washington, D.C., April 9, 1959. 
Hon. Harotp D. Cooney, 
Chairman, Committee on Agriculture, 
House of Representatives. 


Dear ConeressMAN Cootry: This is in reply to your request of 
February 26, 1959, for a report on H.R. 4874, a bill to amend section 
334 of the Agricultural Adjustment Act of 1938, as amended, to pro- 
vide that for certain purposes of this section, farms on which the 
farm-marketing excess of wheat is adjusted to zero because of under- 
production shall be regarded as farms on which the entire amount 
of the farm-marketing excess of wheat has been delivered to the 
Secretary or stored to avoid or postpone the payment of the penalty. 

This Department recommends the enactment of H.R. 4874. 

This bill would amend section 334 of the Agricultural Adjustment 
Act of 1938, as amended, to provide that for the purpose of establish- 
ing future acreage allotments for States, counties, and farms, the 
past acreage of wheat for any farm on which the farm-marketing 
excess is adjusted to zero because of underproduction shall be regarded 
as a farm on which the entire amount of the farm-marketing excess 
has been delivered to the Secretary, or stored in accordance with 
applicable regulations to avoid or postpone payment of the penalty. 

The effect of this bill would be to prevent the loss of acreage history 
on farms having an acreage of wheat in excess of the allotment and 
in excess of 15 acres, but which did not produce a quantity of wheat 
in excess of the marketing quota established for the farm. Under 
the amendments to section 334 of the Agricultural Adjustment Act 
of 1938, as amended, passed by the 85th Congress, the acreage history 
for a farm seeding in excess of the wheat acreage allotment is con- 
sidered to be the allotment on the farm, unless the farm-marketing 
excess is delivered to the Secretary or stored in accordance with appli- 
cable regulations to avoid or postpone payment of the penalty. 

A strict interpretation of these provisions results in the allotment 
being the acreage history for a farm seeding in excess of the allotment 
but ree no farm marketing excess because of underproduction. 
Thus, the application of the existing provisions of law accords less 
favorable treatment to such producers than is accorded to producers 
who exceeded their allotment and had a marketing excess which was 
delivered to the Secretary or stored to avoid or postpone payment 
of the penalty. It is only equitable to extend to producers of wheat 
who exceeded their allotments and 15 acres, but who had no marketing 
excess, the same opportunity to preserve wheat acreage history as is 
now accorded producers who exceed their allotments and have a 
marketing excess which they delivered to the Secretary or store to 
avoid or postpone payment of the penalty. 

There will be no additional expense involved in carrying out the 
provisions of this bill. 


, 
; 
; 
' 
; 


a 
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We are advised by the Bureau of the Budget that there is no 
objection to submission of this report, 
Sincerely yours, 
True D. Morss, 
Acting Secretary. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as intro- 
duced, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 


AGRICULTURAL ADJUSTMENT ACT OF 1938, AS AMENDED 


* + « < * 7 * 
APPORTIONMENT OF NATIONAL ACREAGE ALLOTMENT 


Sec. 334. (a) The national acreage allotment for wheat, less a reserve 
of not to exceed one per centum thereof for apportionment as provided 
in this subsection, shall be apportioned by the Secretary among the 
several States on the basis of the acreage seeded for the production 
of wheat during the ten calendar years immediately preceding the 
calendar year in which the national acreage allotment is determined 
(plus, in applicable years, the acreage diverted under previous agri- 
cultural aiemetae and conservation programs), with adjustments 
for abnormal weather conditions and for trends in acreage during 
such period: Provided, That in establishing State acreage allotments 
the acreage seeded for the production of wheat plus the acreage 
diverted for 1959 and any subsequent year for any farm on which 
the entire amount of the farm marketing excess is delivered to the 
Secretary or stored in accordance with applicable regulations to avoid 
or postpone payment of the penalty shall be the base acreage of 
wheat determined for the farm under the regulations issued by the 
Secretary for determining farm wheat acreage allotments for such 
year, but if any part of the amount of wheat so stored is later depleted 
and penalty becomes due by reason of such depletion, for the purpose 
of establishing State wheat acreage allotments subsequent to such 
depletion the ‘seeded plus diverted acreage of wheat for the farm for 
the year in which the excess was produced shall be reduced to the 
farm wheat ac reage allotment for such year. The reserve acreage 
set aside herein for apportionment by the Secretary shall be used to 
make allotments to counties, in addition to the county allotments 
made under subsection (b) of this section, on the basis of the relative 
needs of counties for additional allotment because of reclamation and 
other new areas coming into the production of wheat during the ten 
calendar vears ending ‘with the calendar year in which the national 
acreage allotment is proclaimed. 

(b) The State acreage allotment for wheat, less a reserve of not to 
exceed 3 per centum thereof for apportionment as provided in sub- 
section (c) of this section, shall be apportioned by the Secretary 
among the counties in the State, on the basis of the acreage seeded 
for the production of wheat during the ten calendar years immedi- 
ately preceding the calendar year in which the national acreage allot- 
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ment is determined (plus in applicable years, the acreage diverted 
under previous agricultural adjustment and conservation programs), 
with adjustments for abnormal weather conditions and trends in acre- 
age during such period and for the promotion of soil-conservation 
practice: Provided, That in establishing county acreage allotments 
the acreage seeded for the production of wheat plus the acreage di- 
verted for 1959 and any subsequent year for any farm on which the 
entire amount of the farm marketing excess is delivered to the Secre- 
tary or stored in accordance with applicable regulations to avoid or 
postpone payment of the penalty shall be the base acreage of wheat 
determined for the farm under the regulations issued by the Secre- 
tary for determining farm wheat acreage allotments for such year, 
but if any part of the amount of wheat so stored is later depleted 
and penalty becomes due by reason of such depletion, for the purpose 
of establishing county acreage allotments subsequent to such deple- 
tion, the seeded plus diverted acreage of wheat for the farm for the 
year in which the excess was produced shall be reduced to the farm 
wheat acreage allotment for such year. 

(c) The allotment to the county shall be apportioned by the 
Secretary, through the local committees, among the farms within 
the county on the basis of past acreage of wheat, tillable acres, crop- 
rotation practices, type of soil and topography. Not more than 3 
per centum of the State allotment shall be apportioned to farms on 
which wheat has not been planted during any of the three marketing 
years immediately preceding the marketing year in which the allot- 
ment is made. For the purpose of establishing farm acreage allot- 
ments—(i) the past acreage of wheat on any farm for 1958 shall be 
the base acreage determined for the farm under the regulations 
issued by the Secretary for determining 1958 farm wheat acreage 
allotments; (ii) if subsequent to the determination of such base acreage 
the 1958 wheat acreage allotment for the farm is increased through 
administrative, review, or court proceedings, the 1958 farm base 
acreage shall be increased in the same proportion; and (iii) the past 
acreage of wheat for 1959 and any subsequent year shall be the 
wheat acreage on the farm which is not in excess of the farm wheat 
acreage allotment, plus, in the case of any farm which is in compli- 
ance with its farm wheat acreage allotment, the acreage diverted 
under such wheat allotment programs: Provided, That for 1959 and 
subsequent years in the case of any farm on which the entire amount 
of the farm marketing excess is delivered to the Secretary or stored 
in accordance with applicable regulations to avoid or postpone pay- 
ment of the penalty, the past acreage of wheat for the year in which 
such farm marketing excess is so delivered or stored shall be the farm 
base acreage of wheat determined for the farm under the regulations 
issued by the Secretary for determining farm wheat acreage allot- 
ments for such year, but if any part of the amount of wheat so stored 
is later depleted and penalty becomes due by reason of such deple- 
tion, for the purpose of establishing farm wheat acreage allotments 
subsequent to such depletion the past acreage of wheat for the farm 
for the year in which the excess was produced shall be reduced to 
the farm wheat acreage allotment for such year. 

ay (Repealed by Public Law 85-835, 72 Stat. 988, August 28, 
1958. 
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(d) For the purposes of paragraphs (a), (6), and (c) of this section, 
any farm on which the farm marketing excess is adjusted to zero because 
of underproduction pursuant to regulations implementing paragraph (12) 
of section 1340 of title 7 of the United States Code (7 U.S.C. 1340(12)), 
shall be regarded as a farm on which the entire amount of the farm 
marketing excess has been delivered to the Secretary or stored in accordance 
with applicable regulations to avoid or postpone the payment of the 

enalty. 

(e) ‘Notwithstanding any other provision of this Act, the Secretary 
shall increase the farm marketing quotas and acreage allotments for 
the 1957 crop of wheat for farms located in counties in the States of 
North Dakota, Minnesota, Montana, South Dakota, and California, 
designated by the Secretaries as counties which (1) are capable of pro- 
ducing durum wheat (class II) and (2) have produced such wheat 
for commercial food products during one or more of the five years 
1952 through 1956. ‘The increase in the wheat acreage allotment for 
any farm shall be conditioned upon the production of durum wheat 
(class II) on such increased acreage. The increased allotment shall 
be determined by adding to the allotment established without regard 
to this subsection (hereinafter referred to as the “original allotment’’) 
an acreage equal to the acreage by which the original allotment ex- 
ceeds the 1957 acreage on the farm of classes of wheat other than 
durum wheat (class II) (hereinafter referred to as “other wheat”), 
but such increased allotment shall not exceed the smaller of the crop- 
land on the farm well suited to wheat or the wheat acreage on the 
farm: Provided, That for the purposes of this subsection (1) the 
original allotment for each farm shall be not less than fifteen acres, 
and (2) varieties of class Il (durum wheat) known as “Golden Ball” 
and “‘peliss” shall be regarded as “other wheat”. Notwithstanding 
any other provision of this subsection, (1) no acreage allotment shall 
be increased under this subsection by more than sixty acres, and (2) 
no acreage allotment shall be increased under this subsection for any 
farm on which the producer knowingly devotes to the production of 
other wheat an acreage in excess of the acreage allotment established 
without regard to this subsection (and particularly without regard to 
clause (1) of the foregoing proviso). 

The increases in wheat acreage allotments authorized by this sub- 
section shall be in addition to the National, State, and county wheat 
acreage allotments, and the average of durum wheat (class II) on such 
increased allotments shall not be considered in establishing future 
State, county and farm acreage allotments. 

The provisions of paragraph (6) of Public Law 74, Seventy-seventh 
Congress (7 U.S.C. 1340 (6)), and section 326(b) of this Act, relating 
to the reduction of the storage amount of wheat shall apply to the 
allotment for the farm established without regard to this subsection 
and not to the increased allotment under this subsection. 

For the purpose of applying section 103(a)(1) of the Soil Bank Act 
(relating to participation in the acreage reserve) to any farm receiving 
an increased allotment under this subsection— 

(1) the “farm acreage allotment” shall be the allotment estab- 
lished without regard to this subsection and not the increased 
allotment under this subsection, and 

(2) each acre planted to durum wheat (class IT) shall count as 
one-half acre of wheat. 
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For the purposes of this subsection ‘‘wheat acreage on the farm’’ shall 
include acreage in the wheat acreage reserve. 

(f) Any part of any 1955, 1956, or 1957 farm wheat acreage allot- 
ment on which wheat will not be planted and which is voluntarily 
surrendered to the county committee shall be deducted from the allot- 
ment to such farm and may be reapportioned by the county commit- 
tee to other farms in the same county receiving allotments in amounts 
determined by the county committee to be fair and reasonable on the 
basis of past acreage of wheat tillable acres, crop rotation practices, 
type of soil, and topography. If all of the allotted acreage volun- 
tarily surrendered is not needed in the county, the county committee 
may surrender the excess acreage to the State committee to be used 
for the same purposes as the State acreage reserve under subsection 
(c) of this section. Any allotment transferred under this provision 
shall be regarded for the purposes of subsection (c) of this section 
as having been planted on the farm from which transferred rather 
than on the farm to which transferred, except that this shall not 
operate to make the farm from which the allotment was transferred 
eligible for an allotment as having wheat planted thereon during the 
three-year base period: Provided, That notwithstanding any other 
provisions of law, any part of any 1955, 1956, or 1957 farm acreage 
allotment may be permanently released in writing to the county 
committee by the owner and operator of the farm, and reappor- 
tioned as provided herein. Acreage surrendered, reapportioned 
under this subsection, and planted shall be credited to the State and 
county in determining future acreage allotments. 

(g) If the county committee determines that any producer is pre- 
vented from seeding wheat for harvest as grain in his usual planting 
season because of unfavorable weather conditions, and the operator 
of the farm notifies the county committee not later than December 1 
in any area where only winter wheat is grown, or June 1 in the spring 
wheat area (including an area where both spring and winter wheat 
are grown), that he does not intend to seed his full wheat allotment 
for the crop year because of the unfavorable weather conditions, the 
entire farm wheat allotment for such year shall be regarded as wheat 
acreage for the purposes of establishing future State, county, and farm 
acreage allotments: Provided, That if any producer on a farm obtains 
a reduction in the storage amount of any previous crop of wheat by 
reason of underplanting the farm wheat acreage allotment pursuant 
to paragraph (6) of Public Law 74, Seventy-seventh Congress (7 
U.S.C. 1340(6)), or by reason of producing less than the normal 
production of the farm wheat acreage allotment pursuant to section 
326(b) of this Act, this provision may not be made applicable to 
such farm with respect to the crop of wheat for which the farm acreage 
allotment was established. 

(h) Notwithstanding any other provision of law, no acreage in 
the commercial wheat-producing area seeded to wheat for harvest as 
grain in 1958 or thereafter in excess of acreage allotments shall be 
considered in establishing future State and county acreage allotments 
except as prescribed in the provisos to the first sentence of subsections 
(a) and (b), respectively, of this section. The planting on a farm 
in the commercial wheat-producing area of wheat of the 1958 or any 
subsequent crop for which no farm wheat acreage allotment was 
established shall not make the farm eligible for an allotment as an 
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old farm pursuant to the first sentence of subsection (c) of this sec- 
tion nor shall such farm by reason of such planting be considered 
ineligible for an allotment as a new farm under the second sentence 
of such subsection. 

(i) Notwithstanding any other provision of this Act the Secretary 
shall increase the acreage allotments for the 1958 and 1959 crops of 
wheat for farms in the irrigable portion of the area known as the 
Tulelake division of the Klamath project of California located in 
Modoc and Siskiyou Counties, California, as defined by the United 
States Department of Interior, Bureau of Reclamation, and herein- 
after referred to as the area. The increase for the area for each such 
crop shall be determined by adding to the total allotments established 
for farms in the area for the particular crop without regard to this 
subsection, hereinafter referred to as the original allotments, an acre- 
age sufficient to make available for each such crop a total allotment 
of eight thousand acres for the area. The additional allotments made 
available by this subsection shall be in addition to the National, State 
and county allotments otherwise established under this Act, but the 
acreage planted to wheat pursuant to such increased allotments shall 
be taken into account in establishing future State, county, and farm 
acreage allotments. The Secretary shall apportion the additional 
allotment acreage made available under this subsection between 
Modoe and Siskiyou Counties on the basis of the relative needs for 
additional allotments for the portion of the area in each county. 
The Secretary shall also allot such additional acreage to individual 
farms in the area for which an application for an increased acreage 
is made on the basis of tillable acres, crop rotation practices, type 
of soil and topography, and taking into account the original allot- 
ment for the farm, if any. No producer shall be eligible to partici- 
pate in the wheat acreage reserve program with respect to any farm 
for any year for which such farm receives an additional allotment 
under this subsection; and no wheat produced on such farm in such 
year shall be eligible ‘for price support. The increase in the wheat 
acreage allotment for any farm under this subsection shall be condi- 
tioned upon the production of durum wheat (class IL) on such in- 
creased acreage. 0 
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AMENDING THE ACT AUTHORIZING THE CROOKED RIVER FED- 
ERAL RECLAMATION PROJECT, OREGON, IN ORDER TO INCREASE 
THE CAPACITY OF CERTAIN PROJECT FEATURES FOR FUTURE 
IRRIGATION OF ADDITIONAL LANDS 


Avcust 24, 1959.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 





Mr. Rocers of Texas, from the Committee on Interior and Insular 
Affairs, submitted the following 


REPORT 


[To accompany H.R, 4952] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H.R. 4952) to amend the act authorizing the Crooked 
River Federal reclamation project, Oregon, in order to increase the 
capacity of certain project features for future irrigation of additional 
lands, having considered the same, report favorably thereon without 
amendment and recommend that the bill do pass. 


PURPOSE 


H.R. 4952, introduced by Representative Ullman of Oregon, would 
amend the act authorizing the Crooked River Federal reclamation 
roject in Oregon in order to increase the capacity of certain project 
eatures for future irrigation of additional lands, 


EXPLANATION 


The act of August 6, 1956 (70 Stat. 1058), authorized the construc- 
tion of the Crooked River project in Oregon to irrigate approximately 
20,000 acres of land and provide sufficient additional storage capacity 
in the reservoir to make available an estimated average of 51,000 
acre-feet of water annually for use on lands other than the 20,000 
acres. ‘The Bureau of Reclamation is presently preparing a feasibility 
report covering the irrigation of an additional 2,900 acres which would 
receive a portion of this surplus water supply. These 2,900 acres are 
contiguous to the authorized service area and could be served through 
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certain of the presently authorized works if their capacity could be 
increased. This bill provides the needed authority for adding extra 
capacity in the main canal, distribution canal, and pumping plants 
to serve the 2,900 acres. 

NEED 


This legislation is of an urgent nature because the Bureau of Recla- 
mation is ready to issue invitations to bid on the diversion dam and 
the main canal of the authorized Crooked River project. If these 
works are built without the extra capacity later enlargement or inde- 
pendent facilities to serve the additional 2,900 acres would be pro- 
hibitively expensive, and it is doubtful if service to this area ever 
would be feasible. 

COST 


The estimated cost of enlarging the authorized facilities to serve 
the 2,900 acres is $480,000. The actual appropriation of funds would 
be made by the annual Public Works Appropriations Acts. While 
the bill treats this cost for extra capacity as a deferred obligation to 
be paid under arrangements to be made at such time as the additional 
area may be brought into the project, all or any part of this cost not 
paid by the water users would be repaid from surplus power revenues 
of the Dalles project under the provisions of the original Crooked River 
Project Act. 

COMMITTEE RECOMMENDATION 


The Committee on Interior and Insular Affairs concludes that this 
amendment to the Crooked River Federal reclamation project author- 
izing act has merit and is urgently needed, and recommends enactment 
of H.R. 4952. 

DEPARTMENT’S REPORT 


The report of the Department of the Interior recommending enact- 
ment of H.R. 4952 follows: 


U.S. DEepaRTMENT OF THE INTERIOR, 
OFFICE OF THE SECRE TARY, 
Washington, D.C., July 27, 1959. 
Hon. Wayne N. ASPINALL, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D.C. 

Dear Mr. Aspinauu: This responds to your request for the views 
of this Department on H.R. 4952, a bill to amend the act authorizing 
the Crooked River Federal reclamation project, Oregon, in order to 
increase the capacity of certain project features for future irrigation 
of additional lands. 

We recommend that the bill be enacted. 

The act of August 6, 1956 (70 Stat. 1058), authorized the construc- 
tion of the Crooked River project, Oregon, to irrigate approximately 
20,000 acres of land in Crook County, Oreg. In addition, it was con- 
templated that the storage capacity in the works would make available 
an estimated average of 51,000 acre-feet of water annually for use on 
lands other than the 20,000 acres mentioned above. 

The Bureau of Reclamation of this Department is currently investi- 
gating the feasibility of serving an area consisting of approximately 
2,900 acres with a portion of the surplus water supply. ‘This area is 
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contiguous to the service area which would receive water under the 
project as heretofore authorized, and could be served by using the 
diversion dam headworks, main canal, distribution canal, and pump- 
ing plants of the authorized project. However, this can be accom- 
plished only if additional capacity is built into certain of the project 
supply facilities. The estimated cost of providing such additional 
capacity is $480,000. 

H.R. 4952 would amend section 1 of the act of August 6, 1956, 
supra, by adding a provision which would specifically authorize the 
enlargement of the facilities below the reservoir to permit the delivery 
of water to the additional 2,900 acres of land, and the deferral of the 
repayment of the cost of providing the extra capacity until such time 
as those lands would be brought into the project. It would authorize, 
also, such appropriations, in excess of the amount of appropriations 
previously authorized for the Crooked River project, as would be 
required to make provision for the additional capacity. The bill 
would not affect in any other respect the provisions of the 1956 project 
authorization act, and all of the provisions of that act would be 
applicable to the facilities which would be enlarged should H.R. 
4952 be enacted. It should be pointed out that the enactment of 
this bill would not authorize the construction of any new facilities; 
the construction of new facilities that may be needed for the purpose 
of serving the 2,900-acre area will require authorization action at 
some time after the current feasibility study will have been completed. 

Since it is expected that the invitations to bid on the diversion 
dam and the main canal will be issued shortly, it is important that 
legislation such as that which is contained in H.R. 4952 be enacted 
promptly if the specifications are to be prepared in a manner which 
would accommodate irrigation service to the 2,900-acre area. If 
provision is not made for enlargement of the authorized facilities to 
serve these 2,900 acres the cost of independent facilities would be 
prohibitively expensive and it is doubtful if service to this area ever 
would be feasible. 

The Bureau of the Budget has advised that, while there would be 
no objection to the submission of such report as we deem appropriate, 
it believes that action on the bill should be deferred until a feasibility 
report on the extension irrigation unit to be served is submitted to the 
Congress or, in the event the committee determines early action on 
the bill is advisable, the bill should be amended to provide that 
actual construction of the enlarged facilities shall not be initiated 
until such a feasibility report is submitted. A copy of its July 24 
letter to this Department is enclosed in accordance with its request. 

Sincerely yours, 

Frep G. AANDARL, 
Assistant Secretary of the Interior. 





EXECUTIVE OFFICE OF THE PRESIDENT, 
BuREAU OF THE BuDGET, 
Washington, D.C., July 24, 1959. 
The Honorable the SrecrETARY OF THE INTERIOR 
(Attention: Mr. Theodore F. Stevens, assistant to the Secretary.) 
My Dear Mr. Secretary: This is in reply to Assistant Secretary 
Aandahl’s letter of July 7, 1959, transmitting copies of the report that 
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the Department proposes to present to the Senate Interior and Insular 
Affairs Committee on S. 1221, a bill to amend the act authorizing the 
Crooked River Federal reclamation project, Oregon, in order to 
increase the capacity of certain project features for future irrigation 
of additional lands. 

While there would be no objection to the submission of such report 
as you deem eevee the Bureau of the Budget believes that 
action on the bill should be deferred until a report on the proposed 
project modification has been submitted to the Congress in accordance 
with established procedures. If, however, in view of the unusual 
circumstances involved, it is determined by the committee that early 
action on the bill is advisable, we believe that the bill should be 
amended to provide that actual construction of the enlarged supply 
facilities should not be initiated until a favorable feasibility report 4 
been submitted to the Congress in accordance with established pro- 
cedures. It is requested that a copy of this letter accompany your 
report to the committee. 

Sincerely yours, 
Puiu S. HuecuHes, 
Assistant Director for Legislative Reference. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as intro- 
duced, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italic, existing law 
in which no change is proposed is shown in roman): 


Act or Avaust 6, 1956 (70 Stat. 1058) 


For the purpose of furnishing water for the irrigation of arid and 
semiarid lands (including approximately twenty thousand acres of land 
in Crook County, Oreg.) and for other beneficial purposes, the Secre- 
tary of the Interior is authorized to construct, operate, and maintain 
the Crooked River Federal reclamation project. The principal new 
works of the said project shall include a dam and storage reservoir at 
or near the Prineville site, a diversion dam and canal below said reser- 
voir, and related pumping plants, canals, conduits, drains, and other 
facilities. ‘The operation of said works shall be integrated with the 
operation of the existing Ochoco Dam and Reservoir and of the 
Government-owned generator in the Cove powerplant of the Pacific 
Power and Light Company, which works shall, for the purpose of this 
Act, be considered as works of the Crooked River project. The Secre- 
tary of the Interior is hereby authorized to construct extra capacity in the 
canal below said reservoir and pumping plants located on the canal for 
the future irrigation of approximately three thousand acres of land, in 
addition to the presently proposed development, and to recognize the cost of 
providing such extra capacity as a deferred obligation to be paid under 
arrangements to be made at such time as the additional area may be 
brought into the project. 


* * » * 7 * * 


O 


f 
t 
| 
t 
f 





86TH CONGRESS ; HOUSE OF REPRESENTATIVES { REPORT 


1st Session No. 974 
oo ooooooaoaoaoaoaoaoaBeaBaqoq=quaoEeaeaoaeaoaoaoaoaoaooeeeeeeeaeaEaaeeeeeeeeeeeeeeeeEeEI~ilalE——L|EESEEQQOONONOSNOSOOWSS 


AUTHORIZING AND DIRECTING THE SECRETARY OF THE 
INTERIOR TO UNDERTAKE CONTINUING RESEARCH ON THE 
BIOLOGY FLUCTUATIONS, STATUS, AND STATISTICS OF THE 
MIGRATORY MARINE SPECIES OF GAME FISH OF THE UNITED 
STATES AND CONTIGUOUS WATERS 


Avucust 24, 1959.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Bonner, from the Committee on Merchant Marine and Fisheries, 
submitted the following 


REPORT 


[To accompany H.R. 5004] 


The Committee on Merchant Marine and Fisheries, to whom was 
referred the bill (H.R. 5004) authorizing and directing the Secretary 
of the Interior to undertake continuing research on the biology 
fluctuations, status, and statistics of the migratory marine species of 
game fish of the United States and contiguous waters, having con- 
sidered the same, report favorably thereon with amendment and 
recommend that the bill as amended do pass. 

The amendment is as follows: 

On page 2, at the end of line 2, add the following: “both natural 
and artificial, including pollution,”’. 


PURPOSE OF THE BILL 


The purpose of the bill is to direct the Secretary of the Interior to 
undertake a research program on the habits of migratory game fish 
in coastal waters of the United States. At the present time, virtually 
the entire budget of the Bureau of Sport Fisheries and Wildlife of the 
Fish and Wildlife Service is devoted to the study and protection of 
migratory game birds and the construction and maintenance of 
renee for the propagation of fish for inland streams and farm 
ponds, 

Although there has been a phenomenal growth in ocean sport 
fishing since the last war, the body of knowledge concerning the 
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biology, fluctuation, habits, and populations of game fish species has 
remained static. At present, the committee believes that the activ- 
ities incident to this type of fishing have resulted in over one-half 
billion dollars a year expenditures by its devotees and that in view of 
its growth it merits considerable attention by the agency responsible 
for its development. Further, the increasing industrial development 
of our shore areas has resulted in the construction of dams and other 
artificial barriers in tidal streams and these, together with increasing 
pollution, present a growing danger to the preservation of various 
sport fisheries. 

The Department of the Interior in its report on the bill, while con- 
curring with its objectives, takes the position that it possesses power 
in the Fish and Wildlife Act of 1956 to undertake the work authorized 
therein. However, representatives of the Department frankly ad- 
mitted at the hearing on the bill that little or no work was contem- 
plated in the immediate future and that the overall budgetary limita- 
tion militated against the expenditure of significant funds during the 
next few years. While the committee is of the view that the present 
fresh-water fishery programs of the Fish and Wildlife Service are 
essential and should be maintained, nevertheless considerably more 
attention should be paid to the aspect of its jurisdiction covering 
ocean sport fisheries, and in consequence, urges the enactment of this 
legislation. 

Your committee added an amendment to the bill which would re- 
quire that in studying environmental influences on the various species 
of fish, attention should be directed to artificial as well as natural 
environmental factors. It is becoming increasingly clear that too 
little attention has been given to the effect that dumping or the 
disposal of chemicals and other artificially produced substances have 
on the habitat or on the life cycle of marine life. This has been 
highlighted by recent reports concerning the introduction of radio- 
active wastes into coastal waters. The problem is no less important 
where other toxic materials pollute the fishery environment. By the 
same token the influences of manmade structures should also receive 
proper attention. 

The annual cost of the legislation will be not over $2,700,000 per 
year. 

This bill would make no changes in existing law. 

The report of the Department of the Interior follows: 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., July 7, 1959. 
Hon. Hersert C. BonNER 
Chairman, Committee on Merchant Marine and Fisheries, House of 
Representatives, Washington, D.C. 

Dear Mr. Bonner: Your committee has requested a report on 
H.R. 5004, a bill authorizing and directing the Secretary of the In- 
terior to undertake continuing research on the biology fluctuations, 
status, and statistics of the migratory marine species of game fish of the 
United States and contiguous waters. The views contained in this 
report apply also to the identical bills, H.R. 6114, H.R. 6185, and 
H.R. 6753. These bills would require this Department to undertake 
a comprehensive and continuing study of the migratory marine fish of 
interest to recreational fishermen of the United States. The study 
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would be undertaken for the purpose of developing wise conservation 
policies and constructive management activities. In order to carry 
out these purposes, the Secretary of the Interior would be authorized 
to acquire land, construct laboratory or other buildings, purchase 
boats, equipment, and employ such officers and employees as he deems 
necessary. He would be authorized to cooperate with State or other 
institutions and to make public the results of the research activity 
that would be authorized. The appropriation of not more than 
$2,700,000 would be authorized to be appropriated annually for the 
purposes of such proposed legislation. 

We are in general agreement with the objectives of this proposal 
because of the fact that salt-water fishing has had a phenomenal 
growth in recent years and because of the problems involved in the 
maintenance and management of this resource. However, because of 
the broad research powers that have been given to this Department 
pursuant to the Fish and Wildlife Act of 1956, there is little, if any- 
thing, to be gained from a further enactment of this kind providing 
additional research authority. Accordingly, we do not recommend 
enactment of this proposed legislation. 

The rapid growth in salt-water fishing from a relatively unimportant 
sport has imposed many problems in management and its relation to 
commercial fishing. These problems are being taken into account in 
the development of our plans for future research activities. The fund 
needs for such research activities, in the light of overall fiscal consid- 
erations, will be submitted to the Congress from time to time in accord- 
ance with established budgetary procedures. 

We have been advised by the Bureau of the Budget that there is no 
objection to the submission of this report to your committee. 

Sincerely yours, 
Ross LEFFLER, 
Assistant Secretary of the Interior. 
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AUTHORIZING AND DIRECTING THE SECRETARY OF THE IN- 
TERIOR TO UNDERTAKE CONTINUING STUDIES OF THE EFFECTS 
OF INSECTICIDES, HERBICIDES, FUNGICIDES, AND OTHER 
PESTICIDES UPON FISH AND WILDLIFE 


August 24, 1959.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Bonner, from the Committee on Merchant Marine and Fisheries, 
submitted the following 


REPORT 


(To accompany H.R. 5813] 


The Committee on Merchant )Jarine and Fisheries, to whom was 
referred the bill (H.R. 5813) to amend the act of August 1, 1958, to 
authorize and direct the Secretary of the Interior to undertake con- 
tinuing studies of the effects of insecticides, herbicides, fungicides, 
and other pesticides, upon fish and wildlife for the purpose of prevent- 
ing losses of those iealichia natural resources, and for other purposes, 
having considered the same, report favorably thereon without amend- 
ment and recommend that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to increase substantially the authorized 
appropriation contained in the bill reported by this committee and 
enacted into law during the 85th Congress (Public Law 85-582). 
That bill authorized the appropriation of $280,000 annually to study 
the effects of insecticides, herbicides, fungicides, and other pesticides 
on fish and wildlife. At the time of the enactment of that bill the 
committee was informed that the specified amount of $280,000 was 
sufficient to institute such a program but that as it developed there 
probably would be a need for additional funds. Since the enactment 
of that legislation it has come to the attention of the committee that 
adverse effects upon wildlife of the insecticide programs being carried 
on, particularly by the Department of Agriculture, have proven much 
greater than anticipated. Many wildlife species are in imminent dan- 
ger of destruction and while successful efforts have been made to reduce 
the amount of insecticides being used in such programs, such as that 
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of the fire ant eradication, there is reason to believe that even so the 
wildlife in the affected areas continues to be in danger of eradication. 

The committee notes that the authorization contained in the bill 
for the expenditure of $2,565,000 is relatively small in comparison 
with the insecticide programs presently in operation. 

The Department of the Interior recommends the enactment of the 
bill but suggests the elimination of the appropriation authorization 
limitation. It believes that an arbitrary appropriation limitation on 
an important research program may prove to be inaccurate and un- 
realistic if the basic objectives of the program are to be realized, 
However, the committee is of the view that the ceiling contained in 
the bill is a desirable one and that if the expenditure of larger amounts 
becomes necessary as the program develops, it would be in order for 
the Fish and Wildlife Service to request additional authorization as 
needed. 

The reports of the Department of the Interior and the Department 
of Agriculture follow: 

DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., June 9, 1959. 
Hon. Hersert C. BonNNER 
Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives, Washington, D.C. 

Dear Mr. Bonner: Your committee has requested a report on 
H.R. 5813, a bill to amend the act of August 1, 1958, to authorize and 
direct the Secretary of the Interior to undertake continuing studies of 
the effects of insecticides, herbicides, fungicides, and other pesticides, 
upon fish and wildlife for the purpose of preventing losses of those 
invaluable natural resources, and for other purposes. This bill would 
amend the 1958 act for the purpose of authorizing increased appropria- 
tions to carry out the studies specified by that act. The act now 
authorizes the appropriation of $280,000 annually. By the terms of 
this bill, annual appropriations of $2,565,000 would be authorized. 

We recommend the enactment of this proposal if amended to 
eliminate the present appropriation authorization contained in the 
1958 act. 

We believe that no specific appropriation authorization should be 
prescribed in the act. As this research program develops and ex- 
pands on a logical scientific basis, funds can be requested, as required 
by circumstances, in accordance with established budgetary pro- 
cedures. Consequently, we believe that an arbitrary appropriation 
limitation on an important research program may prove to be in- 
accurate and unrealistic if the basic objectives of the program are 
to be realized. In any event, it is clear from our initial studies that 
because of the magnitude of the problem to which this legislation is 
directed, and the scope of the research that will be required, the 
present appropriation authorization is inadequate. 

As directed by the 1958 act, we have begun research concerning 
the effects of insecticides, herbicides, fungicides, and other pesticides 
upon fish and wildlife for the purpose of preventing losses of these 
natural resources. As this program of study gets underway, it is 
becoming clear that to understand adequately and to reduce the 
detrimental effects of diverse and extensive pest control activities 
upon fish and wildlife resources will require a continuing research 
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effort of much greater magnitude than is currently authorized. 
Manpower and facilities afforded by the present program permit only 
limited study of a very small percentage of the wide array of recently 
developed insecticides and herbicides in relation to a few forms of 
animal life. Numerous new pesticidal materials employed as fungi- 
cides, nematocides, miticides, and rodenticides also require evaluation. 

Before 1940, relatively small amounts of such chemicals as nicotine, 
rotenone, pyrethrum, and the arsenicals were used for insect control. 
During and following World War II a rapid changeover to DDT, 
heptachlor, dieldrin, TEPP, malathion, and related compounds 
occurred. The phenomenal growth in production and use of chemical 
control agents is illustrated by the fact that in 1940 these products 
had a wholesale value of about $40 million, and in 1956 the total 
reached $290 million. By 1975 it is estimated that the wholesale 
value of such materials will reach $1 billion. Approximately one-sixth 
of all croplands and millions of acres of forests, rangelands, and marsh- 
lands are treated annually with these chemicals. Most of the treated 
areas constitute important habitat for numerous forms of fish and 
wildlife. 

Studies to date have shown that DDT may kill fish and other aquatic 
life when applied at dosage rates in excess of one-quarter pound per 
acre; 2 pounds kills birds; and 5 pounds causes heavy mortality to 
mammals. Other insecticides such as heptachlor, dieldrin, aldrin, 
and endrin have acute toxicity ranges of from 15 to 200 times that of 
DDT. Some of these chemicals persist in the soil for periods of 3 to 5 
years or longer. Certain food chain organisms, such as earthworms, 
iving in treated soils or waters tend to concentrate the poisons in their 
body tissue. Hence, birds like the woodcock and robin as well as 
aquatic creatures—fishes, shrimp, crabs, and oysters—are affected 
when they feed upon contaminated organisms. 

Pheasants, quail, and other species exposed to sublethal amounts of 
some pesticides in food materials suffer delayed chronic effects in the 
form of reduced reproductive capacity and survival of young. Per- 
sistent high levels of DDT have been found in the bodies of fishes 
months after temporary concentrations in the stream environment had 
dissipated. Bird numbers in several of the areas treated with hep- 
tachlor for imported fire ant control have been found to be reduced 
75 to 85 percent. Populations of quail, wild turkey, and rabbits were 
also decimated or wiped out on some of the areas. In other parts of 
the country, particularly the Midwest, local populations of robins and 
other insectivorous songbirds have been depleted as a result of meas- 
ures carried out for mosquito and Dutch elm disease control. 

Considerable aerial spraying is carried out over salt water marshes, 
particularly in the East, and control chemicals applied to land areas 
adjacent to inshore water reach important fish-producing water by 
drainage. There is thus need to determine the effects of pesticides on 
inshore aquatic life. Biologists, fishermen, and conservationists are 
concerned about the effects of these chemicals on fish, shrimp, and 
shellfish which live in inshore water as adults and on those species for 
which the marshes and estuaries are essential nursery grounds. 
Menhaden, shad, striped bass, croakers, and weakfish are reared in 
these areas during their early stages. Shrimp, crabs, oysters, and 
clams, which support major commercial fisheries, spend a part or all 
of their lives in inshore environments. 
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Although the potential dangers from expanding use of insecticides is 
considered one of the most serious threats to valuable commercial 
fisheries today, no comprehensive program for related research has yet 
been activated. The limited work to date is incidental to other activi- 
ties for which funds have been provided. Findings from studies 
carried out at the Galveston Laboratory show that lindane, an in- 
secticide employed for the control of mosquitoes, is very toxic to 
shrimp. <A total kill of laboratory test animals resulted within 24 
hours after exposure to concentrations of the chemical as low as five 
parts per billion, Other findings reveal that crabs may be killed by 
eating fish flesh containing low levels of malathion. 

Determination of the effects of pesticidal materials upon important 
forms of animal life is a complex and time-consuming study. Much 
greater effort is needed to (1) determine the acute and chronic toxicities 
of some 200 basic pesticidal chemicals now on the market, plus many 
others in various stages of development; (2) conduct chemical analysis 
of plant and fnimal tissue to determine the presence of pesticide 
residues, to develop diagnostic procedures for determining suspected 
poisoning of fishes, birds, and mammals and for measuring the degree 
and duration of toxic conditions in fish and wildlife habitats; (3) carry 
out field appraisals of immediate and long-range effects of large-scale 
pest control operations upon fish and wildlife populations; and (4) 
facilitate the compilation and dissemination of findings from research 
studies so that chemists, entomologists, and others may apply such 
knowledge in the development of new pest control materials, formula- 
tions, and techniques of application to minimize hazards to desirable 
forms of life. 

As required by the act of July 25, 1956 (70 Stat. 652), the attached 
additional information has been prepared concerning the estimated 
additional man-years of civilian employment and expenditures for the 
first 5 years of the program to which this legislation relates. 

We have been advised by the Bureau of ‘the Budget that there is 
no objection to the submission of this report to your committee. 
Such advice, we are informed by that Bureau, should not be con- 
strued as reflecting any commitment as to the necessity for any appro- 
priations beyond those contained in the 1960 budget for pesticide 
research. 

Sincerely yours, 
(Signed) Ross LErrier, 
Assistant Secretary of the Interior. 
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Estimated additional man-years of civilian employment and expenditures for 5-year 
program (preliminary) 












































Executive direction: 
ENO. cnchimnbobbbeddsmbbsidddodsbucdiee 0 2 2 2 
MINIs: dhaciganicg hligmeanemeidiiaiaanettegutaamenaialnin 0 1 2 2 
DOO. cacbadnccsncsebetincddevesetes 0 2 2 2 2 
IID, sticienicnghabnandaiaminsniaaiiang 0 5 6 6 6 
Administrative service and support.............. 0 0 | 0 0 0 
Program: ad 
ET DERG, .icndcccksatetesddntes 2 21 36 50 64 
SIIINEIE saa cccnecanntoettankenewaeulglaay 2 13 27 44 61 
a 4 | 34 | 63 94 125 
Total estimated additional man-years___... 4 | 39 | 69° 100 131 
Estimated additional expenditures: at 
PE EE uns cunntiendinemwinnnnions $180, 000 | $505,000 | $780,000 | $1,055,000 | $1, 330,000 
TIE. ~cisanened ouebatiuatobindndaaeanet 100,000 | 275,000 | 500,000 725, 000 950, 000 





Total estimated additional expenditures...| 280, 000 | 780, 000 1 280,000 | 1,780,000 | 2, 280, 000 





Total costs: 


TWO iii ob sowie dtintiddncuiiiiin nie) kntsaninbelieiniatdnintnniddinttadadebindtdmahgndeiies $280, 000 
iD Tn UD In andl icclelcneend iets aniige tated aigaienciedeseiaedih deancinn dasbieneuansndumicaianlnmnniamdadael 6, 120, 000 
OPCS... d, ddvdntccbwawscsvtthodsccnndnvcebbidhatonpowigndnbabbtabodmnnddchanbadieade 6, 400, 000 


1CY—current year (fiscal year 1960). 
3 Includes $50,000 for contract services beginning CY+2. 


DEPARTMENT OF AGRICULTURE, 
Washington, D.C., June 4, 1959. 
Hon. Hersert C. Bonner, 
Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives. 


Dear ConGressMAN Bonner: This is in reply to your request of 
March 25, 1959, for a report on H.R. 5813, a bill to amend the act of 
August 1, 1958, to authorize and direct the Secretary of the Interior 
to undertake continuing studies of the effects of insecticides, herbicides, 
fungicides, and other pesticides, upon fish and wildlife for the purpose 
of preventing losses of those invaluable natural resources, and for 
other purposes. 

Since the bill covers work that would be performed by the Depart- 
ment of the Interior, we have no recommendation to make regarding 
its enactment. 

The Bureau of the Budget advises that there is no objection to the 
submission of this report. 

Sincerely yours, 

True D. Morsz, Acting Secretary. 











6 EFFECTS OF INSECTICIDES UPON FISH AND WILDLIFE 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as 
introduced, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 


Public Law 85-582 
85th Congress, S. 2447 
August 1, 1958 


AN ACT To authorize and direct the Secretary of the Interior to undertake 
continuing studies of the effects of insecticides, herbicides, fungicides and other 
pesticides, upon fish and wildlife for the purpose of preventing losses of those 
invaluable natural resources following application of these materials and to 
provide basic data on the various chemical controls so that forests, croplands, 
wetlands, rangelands and other lands can be sprayed with minimum losses of 
fish and wildlife 


Be it enacted by the Senate and House of Representatives of the Uniied 
States of America in Congress assembled, That the Secretary of the 
Interior is authorized and directed to undertake comprehensive con- 
tinuing studies on the effects of insecticides, herbicides, fungicides and 
pesticides, upon the fish and wildlife resources of the United States, 
for the purpose of determining the amounts, percentages, and formu- 
lations of such chemicals that are lethal to or injurious to fish and 
wildlife and the amounts, percentages, mixtures, or formulations that 
can be used safely, and thereby prevent losses of fish and wildlife 
from such spraying, dusting, or other treatment. 

[Sec. 2. The sum of $280,000 per annum is hereby authorized to 
be appropriated to carry out the objectives of this Act.] 

Szc. 2. The sum of $2,565,000 per annum is hereby authorized to be 
appropriated to carry out the objectives of this Act. 
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USE OF LOUISIANA STATE UNIVERSITY AND AGRICUL- 
TURAL AND MECHANICAL COLLEGE LANDS 


Avaust 24, 1959.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Cooter, from the Committee on Agriculture, submitted the 
following 


REPORT 


[To accompany H.R. 6669) 


The Committee on Agriculture, to whom was referred the bill 
(H.R. 6669) to amend the act of July 14, 1945, to provide that the 
Louisiana State University and Agricultural and Mechanical College 
may use certain real property heretofore conveyed to it by the United 
States for general educational purposes, having considered the same, 
report favorably thereon with amendments and recommend that the 
bill do pass. 

The amendments are as follows: 

Page 2, line 3, strike out lines 3 through 5 and insert the following: 


Sec. 2. The Secretary of Agriculture is authorized and 
directed upon written consent of the Louisiana Rural Reha- 
bilitation Corporation, to execute such quitclaim deed or 
other instruments in writing as may be necessary to carry 
out the amendment made by the first section of this Act. 

Sec. 3. Public Law 41, 82d Congress, approved May 29, 
1951 (65 Stat. 46), which provided for transfer of 25 acres of 
the subject property to the Police Jury of the Parish of 
Rapides, is hereby repealed since such transfer was not made 
because the proposed transferee made other arrangements for 
holding livestock and agricultural expositions. 


PURPOSE 


This bill would permit Louisiana State University and Agricultural 
and Mechanical College to use some 3,113 acres for general educational 
purposes, rather than solely for agricultural and vocational school pur- 
poses as now required under a previous conveyance. 
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2 USE OF LOUISIANA STATE UNIVERSITY COLLEGE LANDS 
COST 


The cost of this bill would be negligible. Only the use to which the 
land may be put is affected by this bill. 


NEED FOR LEGISLATION 


The school finds that a broader use of the land involved is neces- 
sary in order to fully implement its educational programs. 


DEPARTMENTAL APPROVAL 


The Department has no objection to H.R. 6669, provided certain 
amendments are adopted. The committee has adopted these amend- 
ments. The Department’s report is as follows: 

DEPARTMENT OF AGRICULTURE, 
Washington, D.C., June 18, 1959. 
Hon. Haroxip D. Coo tey, 
Chairman, Committee on Agriculture. 

Dear ConaressmMAN Cooter: This is in reply to your letter of 
May 12, 1959, requesting a report on H.R. 6669, to amend the act 
of July 14, 1945, to provide that the Louisiana State University and 
Agricultural and Mechanical College may use certain real property 
heretofore conveyed to it by the United States for general educational 
purposes. 

This bill is similar in purpose to H.R. 5993 and H.R. 6011, on which 
we recently reported to the chairman of the Government Operations 
Committee. H.R. 6669 would permit Louisiana State University and 
Agricultural and Mechanical College to use approximately 3,113 acres 
for general educational purposes. It is presently using this property 
for agricultural and vocational school purposes under a quitclaim deed 
executed by the Government on July 24, 1946, with the approval of 
the Louisiana Rural Rehabilitation Corp. 

At the time of the 1946 conveyance the property was held by the 
United States under a trust agreement with the Louisiana Rural 
Rehabilitation Corp. dated March 31, 1937. The Secretary of Agri- 
culture is presently administering the retained interest in this property 
under a subsequent trust agreement with the Louisiana Rural Rehabil- 
itation Corp. in accordance with section 2(f) of the Rural Rehabilita- 
tion Corp. Trust Liquidation Act (Public Law 499, 81st Cong.). 

Under these circumstances, the consent of the Louisiana Rural 
Rehabilitation Corp. is necessary to permit the university to use the 
property for general educational purposes. A majority of the board 
of directors of the Louisiana Rural Rehabilitation Corp. have indi- 
cated informally that they would consent to the use of the property 
for such purposes. Accordingly, the Department has no objection 
to enactment of H.R. 6669, provided section 2 is amended and section 
3 is added to read as follows: 

“Src. 2. The Secretary of Agriculture is authorized and directed, 
upon written consent of the Louisiana Rural Rehabilitation Corpora- 
tion, to execute such quitclaim deed or other instruments in writing 
as may be necessary to carry out the amendment made by the first 
section of this Act. 
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“Src. 3. Public Law 41, 82d Congress, approved May 29, 1951 
(65 Stat. 46), which provided for transfer of 25 acres of the subject 
property to the Police Jury of the Parish of Rapides, is hereby repealed 
since such transfer was not made because the proposed transferee 
made other arrangements for holding livestock and agricultural 
expositions.” 

The Bureau of the Budget advises that there is no objection to the 
submission of this report. 

Sincerely, 
E. T. Benson, Secretary. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill are shown 
as follows (existing law proposed to be omitted is enclosed in black 
brackets, new matter is printed in italic, and existing law in wbich no 
change is proposed is shown in roman): 


[Pusitic Law 148—79TH ConGREss] 
(CHAPTER 300—I1stT Sussi0N] 
(59 Stat. 468] 
Approved July 14, 1945 


AN ACT To transfer certain lands situated in Rapides Parish, Louisiana, to board 
of supervisors of Louisiana State University and Agricultural and Mechanical 
College 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That, upon the written 
consent of the majority of directors of the Louisiana Rural Rehabilita- 
tion Corporation, the Secretary of Agriculture is hereby directed to 
convey, grant, transfer, and quitclaim forthwith to the board of 
supervisors of Louisiana State University and Agricultural and 
Mechanical College, subject to a covenant on the part of such board 
to use such property [for the establishment and maintenance of an 
agricultural and vocational school] for educational purposes, all 
right, title, claim, interest, equity, and estate in and to the following- 
described lands administered by the Secretary as trustee under an 
agreement of transfer, dated March 31, 1937, with the Louisiana 
Rural Rehabilitation Corporation and situated in the Parish of 
Rapides, State of Louisiana, together with the improvements thereon 
and the rights and the appurtenances thereunto belonging or apper- 
taining, to wit: 

Three thousand one hundred and thirteen acres, more or less, 
located in Rapides Parish, Louisiana, and known as the Boeuf Bayou 
farms project of the Farm Security Administration of the War Food 
Administration, within the United States Department of Agriculture. 

Sec. 2. Until such time as the functions, powers, and duties of the 
War Food Administrator or the War Food Administration are ter- 
minated, the authority vested in the Secretary of Agriculture by 
this Act shall be exercised by the War Food Administrator. 
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Sec. 3. The transfer of such lands under this Act is hereby found 
to be in the general interest of rural rehabilitation and shall not be 
deemed to impose any liability upon the Secretary of Agriculture 
(or War Food Administrator, as the case may be) with respect to 
his obligations under such agreement of transfer of March 31, 1937. 
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86TH CONGRESS } HOUSE OF REPRESENTATIVES © {' REPorT 


EQUITY UNDER SOIL BANK CONTRACTS 


Avucust 24, 1959.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Cootey, from the Committee on Agriculture, submitted the 
following 


REPORT 


[To accompany H.R. 8043] 


The Committee on Agriculture, to whom was referred the bill (H.R. 
8043) to amend the Agricultural Act of 1956, having considered the 
same, report favorably thereon with amendments and recommend 
that the bill do pass. 

The amendments are as follows: 

Page 2, line 5, following the word ‘‘Secretary”’ insert: 


nor shall any contract heretofore or hereafter entered into 
be modified, invalidated, or changed because of the marriage 
of any two contracting parties 


PURPOSE OF THE BILL 


The purpose of this bill is to authorize the Secretary of Agriculture 
to “provide fair and equitable treatment”’ to a farmer who has con- 
tracted to place land in the soil bank program but is not entitled to 
payment ‘‘because the contract, action, or conduct of the producer is 
not in conformity with the provisions of the program if it is established 
to the satisfaction of the Secretary that the contract, action, or conduct 
of the producer was the result of relying in good faith on the erroneous 
approval of such contract, action, or conduct by or on the erroneous 
advice, determination, or computation of, an authorized representa- 
tive of the Secretary.”’ 


NEED FOR THE LEGISLATION 


There have come to the attention of the committee several instances 
where producers who have signed a contract to place land in the soil 
bank, which was prepared and approved by the local county com- 


34006 








2 EQUITY UNDER SOIL BANK CONTRACTS 


mittee, and have carried out that contract in every detail are later 
ruled ineligible to receive payment because either the contract or their 
actions thereunder are not in strict conformity with the provisions of 
the program. In the instances referred to, the producer has relied 
on the interpretation of regulations made by the local county com- 
mittee or some other representative of the Secretary, has contracted 
in good faith on the basis of such interpretations, and has carried out 
his part of the contract. 

Although these instances are not numerous, the inequity of each 
individual situation is so serious that the committee believes the U.S, 
Government should have no part in it. The placing of acreage in 
the conservation reserve usually entails a major change in land oper- 
ation involving the planting of trees or the establishment of perma- 
nent pasture on the land involved. Where a producer has entered 
into a contract to do this and has carried out his part of the bargain, 
it is grossly inequitable that the Secretary should, at some later date, 
be able to repudiate the action of his agents in drawing up and sign- 
ing the contract and penalize the producer by withholding from him, 
and perhaps claiming from him, payments which are due or have been 
made under the contract. 


COST OF THE BILL 


The Department of Agriculture estimates that the total cost of the 
payments which will be made as the result of this bill will probably 
not exceed $50,000 annually. 


COMMITTEE AMENDMENT 


During consideration of the bill, the committee’s attention was 
drawn to another type of situation under the soil bank program which 
is similar to but not covered specifically by the language of the bill as 
introduced. This is the situation where a man and woman, both 
owning farms which have land in the conservation reserve, enter 
into a marriage contract which changes their status as individuals 
and may, because of their changed individual status, bring them into 
conflict with some of the regulations governing soil bank contracts 
and operations. Again, the committee believes that it is the kind 
of inequity to which the Government should be no party and that it 
would be unfair to change, modify, or invalidate the benefits each 
individual was entitled to receive under the soil bank contract if the 
conditions on the part of the producer are otherwise fulfilled. It has 
included language to cover this situation. 


DEPARTMENTAL APPROVAL 


Following is a letter from the Department of Agriculture reporting 
on an identical bill (H.R. 8041) and recommending enactment of the 
legislation. 
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DEPARTMENT OF AGRICULTURE, 
Washington, D.C., August 11, 1959, 
Hon. Haroutp D. Coo ey, 
Chairman, Committee on Agriculture, 
House of Representatives. 

Dear ConeressmMaN Cooter: This is in reply to your request of 
July 17, 1959, for a report on H.R. 8041, a bill to amend title I of the 
Agricultural Act of 1956 by adding at the end thereof a new section 
as follows: 

“Src. 128. Notwithstanding any other provision of law, the Secre- 
tary shall, in order to provide fair and equitable treatment, pay a 
producer compensation under the acreage reserve or conservation 
reserve program which he otherwise would not be entitled to receive 
because the contract, action, or conduct of the producer is not in 
conformity with the provisions of the program if it is established to 
the satisfaction of the Secretary that the contract, action, or conduct 
of the producer was the result of relying in good faith on the erroneous 
approval of such contract, action, or conduct by, or on the erroneous 
advice, determination, or computation of, an authorized representative 
of the Secretary.” 

This Department recommends the enactment of this bill. 

This bill will provide the Secretary with discretionary authority to 
alleviate hardship in such cases where the producer acted in good 
faith to fulfill the terms of an agreement or contract under the acreage 
reserve or conservation reserve programs and one or more of the 
conditions enumerated in this bill estopped the producer from receiving 
compensation. 

A survey would be required to develop an accurate estimate of 
funds required for claims coming under this legislation. However, it 
is thought that such claims should not exceed $50,000 annually. 

The Bureau of the Budget advises that there is no objection to the 
submission of this report. 

Sincerely yours, 
E. L. Prererson, 
Acting Secretary. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill are shown 
as follows (existing law proposed to be omitted is enclosed in black 
brackets, new matter is printed in italic, and existing law in which no 
change is proposed is shown in roman): 


AGRICULTURAL Act oF 1956 
Be it enacted by the Senate and House of Representatives of the United 


States of America in Congress assembled, That this Act may be cited as 
the “Agricultural Act of 1956”. 
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TITLE I—SOIL BANK ACT 
Sec. 101. This title may be cited as the ‘Soil Bank Act’’. 


* * * * 4 


Szc. 128. Notwithstanding any other provision of law, the Secretary 
shall, in order to provide fair and equitable treatment, pay a producer 
compensation under the acreage reserve or conservation reserve program 
which he otherwise would not be entitled to receive because the contract, 
action, or conduct of the producer is not in conformity with the provisions 
of the program if it is established to the satisfaction of the Secretary that 
the contract, action, or conduct of the producer was the result of relying in 
— faith on the erroneous approval of such contract, action, or conduct 

y, or on the erroneous advice, determination, or computation of, an 
authorized representative of the Secretary. 
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AGRICULTURAL ATTACHE ROTATION 





Avaust 24, 1959.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 





Mr. Cooter, from the Committee on Agriculture, submitted the 
following 


REPORT 


[To accompany H.R. 8074) 


The Committee on Agriculture, to whom was referred the bill 
(H.R. 8074) to amend section 602 of the Agricultural Act of 1954, 
having considered the same, report favorably thereon without amend- 
ment and recommend that the bill do pass. 


PURPOSE OF THE BILL 


The pene of this bill is to make it feasible for the Foreign Agri- 
cultural Service of the Department of Agriculture to assign its oversea 
Agricultural Attachés to positions within the Department of Agricul- 
ture in the United States from time to time so as to refamiliarize them 
with domestic operations of the Department and make their sub- 
sequent oversea duty more effective. 


NEED FOR THE LEGISLATION 


Need for the legislation is described in the executive communication 
which is made a part of this report. Briefly it is that under existing 
provisions of law, it is not possible to assign an agricultural attaché 
to duty in continental United States at a lower grade classification 
without having him lose the grade classification he occupies in his 
Oversea post. Frequently, positions of a suitable grade are not 
available in the United States so that, for practical purposes, it is 
impossible to rotate attachés for periods of domestic duty without 
being grossly unfair to the employee. The State Department has 
authority with respect to its career personnel comparable to that pro- 
posed for the Foreign Agricultural Service in this bill. 
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COsT 


Enactment of the bill would entail no additional cost. 


DEPARTMENTAL APPROVAL 


Enactment of this legislation was recommended by executive com- 
munication No. 1033 which is set out below. Approval of the legis- 
lation was also recommended by Ernest C. Betts, Jr., Director of 
Personnel of the Department of Agriculture, who testified on behalf of 
the Department at hearings on the bill. Since the testimony of Mr, 
Betts explains in some detail the need for the legislation, it is herewith 
printed in full. 

DEPARTMENT OF AGRICULTURE, 
Washington, D.C., May 27, 1959. 
THE SPEAKER, 
House of Representatives. 

Dear Mr. Speaker: This Department recommends enactment of 
the enclosed draft of legislation which would amend section 602 of 
the Agricultural Act of 1954 so as to permit the detail of agricultural 
attachés and other personnel appointed under this act, to other duties 
in the Department of Agriculture for periods not in excess of 4 years. 

Such authority is esse tial in operating a system of rotation of em- 
ployees between agricultural attaché and similar positions at overseas 
posts and positions in the continental United States. Similar author- 
ity is available to the Department of State under section 961 of the 
Foreign Service Act. 

To be fully effective as an agricultural attaché an individual needs 
to be well informed as to U.S. agriculture. In order to be informed 
it is necessary that the individual not be assigned abroad for periods 
normally longer than 4 to 6 years without having an intervening period 
of service in the States. By rotating personnel between positions in 
Washington and positions in the field, we expect to be able to 
strengthen our Service at both points. Persons with field experience 
will be more valuable in positions in the States, and persons in attaché 
positions will be better informed and more effective because of experi- 
ence gained in dealing, on a day-to-day basis, with U.S. problems in 
the Department. 

Problems arise in matching the grades of attachés with the grades 
of existing vacancies in the departmental service. Authorization for 
detail would enable the Department to make the best use of its per- 
sonnel, and would avoid delay or other difficulty in utilizing to the 
fullest the experience of agricultural attachés. 

The Bureau of the Budget advises that there is no objection to the 
submission of this proposed legislation to the Congress for its 
consideration. 

Sincerely yours, 
E. T. Benson. 

Enclosure. 
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STATEMENT OF Ernest C. Berts, Jr., Director or PERSONNEL, 
DEPARTMENT OF AGRICULTURE, BEFORE SUBCOMMITTEE ON FOREIGN 
AGRICULTURAL OPERATIONS House CoMMITTEE ON AGRICULTURE, 
JuLy 13, 1959 


Mr. Chairman, I appreciate the privilege of appearing before this 
subcommittee to recommend the enactment of H.R. 8074. We 
strongly endorse the provisions of H.R. 8074 which provide that em- 
ployees of the Agriculture Department assigned to posts abroad may 
be returned for duty i in the United States for a period of not more 
than 4 years without regard to the civil service laws and without a 
change in grade. This amendment is intended to authorize the De- 
partment to assign personnel appointed under authority of title VI 
of the Agricultural Act of 1954, to positions in the U nited States at 
grade lev els different from those of the positions they occupy overseas 
and yet retain their oversea classification grades. 

To be fully effective as an Agricultural Attaché an individual needs 
to be well informed on the developments and problems in U.S. agricul- 
ture. In order to be informed, it is necessary that the individual have 
periods of service in the States. By rotating personnel between posi- 
tions in Washington and positions in the ‘field, we strengthen our 
Service at both points. Persons with field experience w ill be more 
valuable in positions in the States, and persons in attaché positions will 
be better informed and more effective because of experience gained in 
dealing, on a day-to-day basis, with U.S. problems in the Department. 

During their tour of duty in the United States, agricultural attachés 
or other personnel who have served abroad will be assigned to work at 
or as near as possible to their trade level. In the great majority of 
cases, assignment at the same grade level will present no problem. 
Although the U.S. tour will be partially for reorientation, it is felt that 
the best way of attaining this objective is through dealing with prob- 
lems relating to U.S. agriculture on a day-to-day regularly assigned 
basis. This will be accomplished by integrating the returnees into the 
regular work force of the Department during their U.S. tour. 

The proposed 4-year period is based upon current provisions in the 
Foreign Service Act. Rotation is authorized for Foreign Service 
officers and employees by the terms of the Foreign Service Act of 
1946, as amended (22 U.S.C. 961(a)), for a period of not more than 4 
years, subject to extension by the Secretary of State for not more than 
4 additional years. 

The major problem in providing a system of rotation for employees 
appointed under title VI of the Agricultural Act arises because these 
positions are subject to the Classification Act of 1949, as amended 
(5 U.S.C. 1071). By the terms of the Classification Act, persons are 
generally compensated on the basis of the grade level of the duties 
and responsibilities of their assigned positions. In order for personnel 
to be rotated from oversea posts to positions in the United States and 
retain the same pay range for a period as long as 4 years, they would 
have to be assigned positions at the same gré rade level. The limited 
number of high level positions, particularly at the supergrades, makes 
such assignment difficult. 
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Enactment of this legislation would enable the Department to make 
the best use of its personnel, and would avoid delay or other difficulty 
in utilizing to the fullest the experience of agricultural attachés. 

This proposed legislation has been cleared with the Bureau of the 
Budget, the Civil Service Commission, and the special assistant to 
the President on personnel matters. 
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AMENDING CERTAIN ACTS SO AS TO AUTHORIZE THE SECRETARY 
OF THE INTERIOR TO CONVEY CERTAIN LANDS ON THE HUNT- 
LEY RECLAMATION PROJECT, MONTANA, TO SCHOOL DISTRICT 
NO. 24, HUNTLEY PROJECT SCHOOLS, YELLOWSTONE COUNTY, 
MONT. 


Aveust 24, 1959.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Hatey, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany H.R. 8726] 


The Committee on Interior and Insular Affairs, to whom was re- 
ferred the bill (H.R. 8726) to amend the acts approved April 16 and 
June 27, 1906 (34 Stat. 116 and 519), so as to authorize the Secretary 
of the Interior to convey certain lands on the Huntley reclamation 

roject, Yellowstone County, Mont., to school district No. 24, Hunt- 
ey project schools, Yellowstone County, Mont., having considered 
the same, report favorably thereon without amendment and recom- 
mend that the bill do pass. 
PURPOSE 


The purpose of H.R. 8726, introduced by Representative Anderson 
of Montana, is to authorize the Secretary of the Interior to convey 
7.68 acres of land on the Huntley reclamation project in Montana to 
school district No. 24 in Yellowstone County, Mont., upon payment 
of $115 by the district. H.R. 8726 incorporates amendments made 
by the committee to an earlier bill, H.R. 1769, upon which the Secre- 
tary of the Interior reported and upon which committee hearings were 
held. A somewhat similar bill, S. 53, has already passed the Senate. 


NEED 


The three tracts covered by H.R. 8726 are occupied by schoolhouses 
which are no longer used. The school district wishes to dispose of 
these buildings and the land on which they stand but cannot do so 
because it does not hold full title to the land. 
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The lands involved were included in an area of ceded land within 
the Huntley reclamation project in which the Indian interest was 
terminated and extinguished by the act of August 14, 1958. Payment 
of $89,215 has been agreed upon for the 7,455 acres of ceded lands. 
The bill proposes that the tracts be sold at approximately the same 
price as the average per acre price at which the United States acquired 
these lands. 

The minerals in the three tracts, the right to mine them, and the 
right-of-way for ditches and canals are reserved to the United States 
and its assignees. 

DEPARTMENTAL REPORT 


The report on the original bill, H.R. 1769, submitted by the Secre- 
tary of the Interior, is as follows: 


U.S. DEPARTMENT OF THE INTERIOR, 
OFrFICE OF THE SECRETARY, 
Washington, D.C., May 7, 1959. 
Hon. Wayne N. ASPINALL, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D.C. 

Dear Mr. Asprnati: Your committee has requested a report on 
H.R. 1769, a bill to amend the acts approved April 16 and July 27, 
1906 (34 Stat. 116 and 519), so as to authorize the Secretary of the 
Interior to convey certain lands on the Huntley reclamation project, 
Yellowstone County, Mont., to school district No. 24, Huntley 
project schools, Yellowstone County, Mont.” 

We have no objection to the enactment of the bill. 

The bill directs the Secretary of the Interior to convey to school 
district No. 24, Huntley project schools, Yellowstone County, Mont., 
three tracts of land. One of the tracts is in the Ballantine townsite, 
one is in the Pompeys Pillar townsite, and the other is in the Huntley 
townsite. Minerals and the right to mine and remove them would 
be reserved to the United States, as well as a right-of-way for ditches 
and canals constructed pursuant to the act of August 30, 1890 (26 
Stat. 391). 

These three tracts are a small part of the ceded Indian lands that 
are within the Huntley reclamation project. The Indian interest in 
all of the ceded lands within the project (approximately 7,454.98 
acres) was terminated and extinguished by the act of August 14, 1958 
(72 Stat. 575), and compensation in the amount of $89,215.33 has 
been agreed upon. The three school tracts contain approximately 
1, 2.68, and 4 acres, respectively, and their value was included in the 
negotiated figure mentioned. The full beneficial title to the three 
school tracts is therefore vested in the United States, and the Indians 
have no further interest in them. 

The three tracts have been used as sites for school buildings for a 
number of years, and they are within townsites established in con- 
nection with irrigation projects under the reclamation law pursuant 
to the act of April 16, 1906 (34 Stat. 116), as amended by the act of 
July 27, 1906 (34 Stat. 519, 43 U.S.C. 561 et seq.). 

Under the act of October 31, 1919 (41 Stat. 326, 43 U.S.C. 570), a 
tract of not more than 6 acres included within a reclamation townsite 
may be conveyed to a school district for school purposes. The 1919 
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statute requires, however, that a conveyance of that type must provide 
for a reversion of title to the United States in the event the lands are 
used for any other purpose. A conveyance under the 1919 statute will 
not meet the needs of the school district because the district does not 
expect to use the sites for school purposes. The district has recently 
constructed a consolidated school which now accommodates all of the 
students who formerly attended the old schools, and the board of 
trustees of the school district has determined that the school buildings 
are no longer required for school purposes. They are old and have 
no offsite value, and the board wishes to dispose of the land and the 
buildings together. This cannot be done under the 1919 statute. 

During the consideration of similar proposed legislation in the 85th 
Congress (S. 1742), a question was raised about the number of Indian 
children who attend the consolidated school of district No. 24. In 
response to an inquiry of the district, we were advised that there are 
none. 

The lands involved are not needed for reclamation purposes. The 
board of trustees of the Huntley Project Irrigation District adopted a 
resolution on March 6, 1958, favoring the transfer of title to the tracts 
of land involved. 

The Bureau of the Budget has advised us that there is no objection 
to the submission of this report, but it recommends against the enact- 
ment of the bill unless it is amended to provide for conveyance upon 
payment of fair market value. A copy of the Bureau of the Budget 
letter is enclosed. 

Sincerely yours, 
Rocer Ernst, 
Assistant Secretary of the Interior. 


Executive OFFICE OF THE PRESIDENT, 
BuREAU OF THE BUDGET, 
Washington, D.C., April 23, 1959. 


The Honorable the Secrerary oF THE INTERIOR, 
(Attention Mr. Theodore F. Stevens.) 

My Dear Mr. Secretary: This is in reply to Assistant Secretary 
Ernst’s letter of March 30, 1959, transmitting copies of the report that 
the Department of the Interior proposes to present to the chairman of 
the House Interior and Insular Affairs Committee on H.R. 1769, a bill 
to amend the acts approved April 16 and July 27, 1906 (34 Stat. 116 
and 519), so as to authorize the Secretary of the Interior to convey 
certain lands on the Huntley reclamation project, Yellowstone County, 
Mont., to school district No. 24, Huntley project schools, Yellowstone 
County, Mont. 

The bill, if enacted, would direct the Secretary of the Interior to 
convey three tracts of land within the Huntley reclamation project 
to the school district named in the title of the bill. The tracts are 
surplus to project needs and the conveyance would be without com- 
pensation to the Federal Government. 

It is a well established policy that surplus lands owned by the Fed- 
eral Government should be conveyed to non-Federal interests only 
upon payment of the fair market value of such lands. While certain 
exceptions to this pelicy are authorized under the provisions of the 
Federal Property and Administrative Services Act of 1949 where sur- 
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plus lands will be used for educational and other specified purposes, 
your report indicates that the three tracts in question are not required 
for educational purposes but would instead be subsequently disposed 
of by the school district together with the school buildings located 
on the tracts. It would also appear that the bill cannot be considered 
as an Indian assistance measure, since no Indian children are presently 
enrolled as students at the consolidated school recently constructed 
by the district. Under these circumstances, the Bureau of the Budget 
believes that there is no justification for a departure from established 

olicy in this case and considers that the proposed conveyance should 
be subject to payment of the fair market value of the lands to the 
United States. 

Accordingly, while there would be no objection to the submission 
of your proposed report to the committee, you are advised that the 
Bureau of the Budget would recommend against enactment of H.R. 
1769 unless amended to provide for conveyance upon payment of fair 
market value. It is requested that a copy of this letter accompany 
your report to the committee. 

Sincerely yours, 
Puiiturp S. Huaues, 
Assistant Director for Legislative Reference. 


The substance of the amendment to H.R. 1769 recommended by 
the Bureau of the Budget, as noted in the last paragraph of the 
Interior Department report, is included in H.R. 8726. 


COMMITTEE RECOMMENDATION 


The Committee on Interior and Insular Affairs recommends the 
enactment of H.R. 8726. 
O 
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86TH ConGRESS HOUSE OF REPRESENTATIVES {! Report 
Ist Session fi No. 980 


_—_—_—_————— eee) 


EXCLUSION FROM GROSS INCOME OF CERTAIN AMOUNTS 
DISTRIBUTED BY UNITED STATES TO NONRESIDENT 
ALIEN INDIVIDUALS 





Avuaust 24, 1959.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Mitts, from the Committee on Ways and Means, submitted the 
following 


REPORT 


[To accompany H.R. 135) 


The Committee on Ways and Means, to whom was referred the bill 
(H.R. 135) to provide an income credit in the case of civil service 
annuities received by nonresident alien individuals not engaged in 
trade or business within the United States, having considered the same, 
report favorably thereon with amendments and recommend that the 
bill as amended to pass. 

The amendments are as follows: 

Strike out all after the enacting clause and insert: 


That section 402(a) of the Internal Revenue Code of 1954 (relating to the tax- 
ability of a beneficiary of an employees’ trust) is amended by adding at the end 
thereof the following new paragraph: 

(4) DistRIBUTIONS BY UNITED STATES TO NONRESIDENT ALIENS.—The 
amount includible under paragraph (1) or (2) of this subsection in the gross 
income of a nonresident alien individual with respect to a distribution made 
by the United States in respect of services performed by an employee of the 
United States shall not exceed an amount which bears the same ratio to the 
amount includible in gross income without regard to this paragraph as— 

‘““(A) the aggregate basic salary paid by the United States to such 
employee for such services, reduced by the amount of such basic salary 
which was not includible in gross income by reason of being from sources 
without the United States, bears to 

““(B) the aggregate basic salary paid by the United States to such 
employee for such services. 

In the case of distributions under the Civil Service Retirement Act (5 U.S.C., 
sec. 2251), the term ‘basic salary’ shall have the meaning provided in section 
1(d) of such Act.”’ 

Src. 2. (a) The first sentence of section 402(a)(1) of the Internal Revenue 
Code of 1954 (relating to general rule for taxability of beneficiary of exempt 
trust) is amended by striking out “paragraph (2),’’ and inserting in lieu thereof 
“paragraphs (2) and (4),”’. 
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(b) Subsection (d) of section 871 of such Code (relating to the tax imposed on 
nonresident alien individuals) is amended to read as follows: 
*“(d) Cross REFERENCES.— 


“For doubling of tax on citizens of certain foreign countries, see section 891. 
““(2) For tax treatment of certain amounts distributed by the United States to nonresident 
alien individuals, see section 402(a) (4).” 


Sec. 3. The amendments made by this Act shall apply only with respect to 
taxable years beginning after December 31, 1958. 
Amend the title so as to read: 


A bill to amend the Internal Revenue Code of 1954 to exclude from gross 
income amounts paid by the United States to certain nonresident alien employees 
or their beneficiaries. 


I. SUMMARY OF THE BILL 


H.R. 135, as amended by your committee, excludes from U.S. tax 
for nonresident alien individuals the portion of amounts paid to them 
by the United States as civil service annuities and other retirement 
benefits for services performed abroad as employees of the United 
States. The exclusion under the bill applies for taxable years begin- 
ning after December 31, 1958. ‘The Treasury Department favors the 
enactment of the bill as amended, and your committee reported it 
unanimously. 

II. GENERAL STATEMENT 


Under present law civil service annuities and certain other retire- 
ment benefits provided by the United States are treated as dis- 
tributed under ‘‘qualified”’ pension plans, and when distributions are 
made to the annuitant he is not taxed on the portion of the payment 
representing his own contributions to the pension. In addition, he is 
not taxed on contributions by the employer if these amounts would 
not be taxable to him had the employer made the payments directly 
to him. 

A nonresident alien working for an American embassy or other 
Government agency abroad presently is not subject to U.S. tax on 
the salary paid him by the United States since this is income from 
sources without the United States. In the case of a U.S. civil service 
retirement pension the amounts set aside by the Government for the 
future retirement of a nonresident alien working abroad also are free 
of tax since if these amounts were paid to him directly they would 
not be subject to tax. However, to the extent the annuity repre- 
sents earnings on the amount set aside by the Government, a tax is 
due on the payments because this is considered as investment income 
from sources within the United States. On this portion of the annuity 
payments a 30 percent withholding tax generally is applicable. 

Your committee has been advised by the Department of State that 
nonresident alien employees consider their pensions to be deferred 
compensation, and since their earned income is tax free, they expect 
their pensions also to be tax free. Your committee has also been 
informed that the imposition of this tax upon the retirement benefits 
of nonresident aliens has caused severe hardships and has engendered 
resentment against the United States because of its failure to comply 
with what is assumed to be its contractual obligation to pay retired 
alien employees a pension consisting of a specified sum of money. 

It has been further pointed out to your committee that the non- 
resident aliens affected by this tax on their annuities are all former 
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employees, or their dependents, of the United States who, in most 
cases, have given a lifetime of valuable service to the U.S. Government, 
and who have planned their retirement upon the basis of tax-free 
pensions. This tax treatment has been objected to by many foreign 
governments; and some, especially the Government of the Republic 
of the Philippines, have repeatedly protested the imposition of this tax. 

In view of these considerations your committce’s bill adds a para- 
graph (4) to the provision dealing with the taxability of beneficiaries 
of employees’ trusts (sec. 402(a)). ‘his paragraph provides that 
amounts paid to a nonresident alien individual by the United States 
in respect of services performed by an employee of the United States 
are not to be taxable to him to the extent they are attributable to 
basic U.S. salary derived from sources without the United States. 
This will mean that for the typical nonresident alien who has worked 
for the United States only abroad no U.S. tax will be payable with 
respect to his pension. 

‘This amendment is effective for taxable years beginning on or after 
January 1, 1959. 

This bill is expected to have only a negligible effect on revenues. 

The bill, as amended, is favored by the Treasury Department, and 
has been reported unanimously by your committee. 


Ill. TECHNICAL EXPLANATION OF THE BILL, AS REPORTED 


This bill, as reported, amends section 402(a) of the Internal Revenue 
Code of 1954 (relating to taxability of beneficiary of exempt employees’ 
trust) to provide an additional exclusion for certain nonresident alien 
individuals with respect to retirement benefits received from the 
United States. 

Section 402(a) contains the provisions relating to the taxation of 
distributions from an employees’ trust described in section 401(a) 
and exempt under section 501(a). Section 402(a)(1) provides, in 
general, that, except in the case of certain lump-sum distributions, 
distributions from such an employees’ trust are taxable under section 
72 (relating to annuities). Section 402(a)(2) provides capital-gain 
tax treatment in the case of certain lump-sum distributions from 
such an employees’ trust. Under both section 72 and section 402(a) 
(2), the recipient of the distribution is permitted to recover tax- 
free that portion of the distribution which represents the employee’s 
contributions to the trust. In determining the employee’s contribu- 
tions to the trust, there are included any amounts contributed by the 
employer in any case when such amounts would not have been in- 
cludible in the gross income of the employee if they had been paid 
directly to him rather than to the trust. On the other hand, some 
portion of the total distributions received from the trust is generally 
includible in gross income. For example, if the employee was a non- 
resident alien during the whole of his employment with the United 
States and all his services were performed outside the United States, 
there is generally includible in gross income an amount representing 
the interest increment on the employee and employer contributions. 

The first section of the bill amends section 402(a) by adding a new 
paragraph (4) which provides an additional exclusion from gross in- 
come in the case of retirement benefits paid by the United States from 
an exempt trust if such benefits are paid to a nonresident alien indi- 
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vidual. Under the new paragraph (4), the amount of the benefit which 
is includible in gross income by the nonresident alien individual shall 
not exceed an amount which bears the same ratio to the amount 
~ rae in gross income under the present provisions of law (secs 
2 and 402(a)(2)) as (1) the aggregate basic salary paid by the United 
States for the services in respect of which the benefit is paid reduced 
by the amount of such basic salary which was not includible in gross 
income by reason of being from sources without the United States, 
bears to (2) the aggregate basic salary paid by the United States for 
such services. In determining the amount includible in gross income 
under the new paragraph (4), it is necessary to first compute the 
amount includible under section 72 or section 402(a)(2) (whichever 
is applicable) and then apply to that amount the i provided in 
the new paragraph (4). Under the rules of the new paragraph (4), 
therefore, no part of the amount otherwise includible in gross income 
by the nonresident alien individual under section 72 or section 402 
(a)(2) will be includible if all of the services with respect to which the 
retirement benefit is paid by the United States were performed outside 
the United States by a nonresident alien employee, since the re 
of the ratio in paragraph (4) would be zero. On the other hand, i 
part of such services were performed in the United States or were 
performed while the employee was a citizen of the United States, 
then the numerator of the ratio is not zero and a portion of the benefit 
may be includible in gross income. The provisions of paragraph (4) 
would have no effect on retirement benefits received from the United 
States by a nonresident alien individual as the beneficiary of an em- 
ployee of the United States who was a U.S. citizen for the entire period 
of his employment with the United States, or who performed all of 
such employment in the United States, since the numerator and 
denominator of the ratio in paragraph (4) would be the same. 

In the case of retirement benefits paid under the Civil Service 
Retirement Act (5 U.S.C. 2251), the term “‘basic salary” is defined 
by the new paragraph (4) to have the meaning provided in section 1(d) 
of such act. In the case of distributions under other U.S. retirement 
plans, the term “basic salary’”’ has a similar meaning. 

The first section of the bill also amends section 402(a)(1) to provide 
a reference to the new paragraph (4). Section 2 of the bill amends 
section 871(d) (relating to tax on nonresident alien individuals) to 
insert a cross reference to the special tax treatment provided in the new 
section 402(a) (4). 

Section 3 of the bill provides that the amendments made by the bill 
shall apply only with respect to taxable years beginning after Decem- 
ber 31, 1958. 

IV. CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as intro- 
duced, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 
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INTERNAL REVENUE CODE OF 1939 
SEC. 143. WITHHOLDING OF TAX AT SOURCE. 


eo 
* * * x * * * 


(b) NonresipEnt Atrens.—All persons, in whatever capacity act- 
ing, including lessees or mortgagors of real or personal property, 
fiduciaries, employers, and all officers and employees of the United 
States, having the control, receipt, custody, disposal, or payment of 
interest (except interest on deposits with persons carrying on the 
banking business paid to persons not engaged in business in the United 
States), dividends, rent, salaries, wages, premiums, annuities, com- 
pensations, remunerations, emoluments, or other fixed or determina- 
ble annual or periodical gains, profits, and income (but only to the 
extent that any of the above items constitutes gross income from 
sources within the United States), of any nonresident alien individual, 
or of any partnership not engaged in trade or business within the 
United States and composed in whole or in part of nonresident aliens, 
shall (except in the cases provided for in subsection (a) of this section 
and except as otherwise provided in regulations prescribed by the 
Commissioner under section 215) deduct and withhold from such 
annual or periodical gains, profits, and income a tax equal to 30 per 
centum thereof, except that such rate shall be reduced, in the case of 
a nonresident alien individual a resident of any country in North, 
Central, or South America, or in the West Indies, or of Newfoundland, 
to such rate (not less than 5 per centum) as may be provided by treaty 
with such country: Provided, That no such deduction or withholding 
shall be required in the case of dividends paid by a foreign corporation 
unless (1) such corporation is engaged in trade or business within the 
United States, and (2) more than 85 per centum of the gross income 
of such corporation for the three-year period ending with the close of 
of its taxable year preceding the declaration of such dividends (or for 
such part of such period as the corporation has been in existence) was 
derived from sources within the United States as determined under 
the provisions of section 119: Provided further, That the Commis- 
sioner may authorize such tax to be deducted and withheld from the 
interest upon any securities the owners of which are not known to the 
withholding agent: Provided further, That the deduction and with- 
holding in the case of interest on bonds, mortgages, or deeds of trust 
or other similar obligations of a corporation, within the provisions of 
subsection (a) (1) of this section were it not for the fact that the matur- 
ity date of such obligations has been extended on or after January 1, 
1934, and the liability assumed by the debtor exceeds 27% per centum 
of the interest, shall not exceed the rate of 27% per centum[. J: Provided 
further, That in the case of annuity payments made pursuant to the Civil 
Service Retirement Act of May 29, 1930, as amended (U.S.C., title 6, 
ch. 14), to a nonresident alien individual not engaged in trade or business 
within the United States, the amount of each such payment subject to 
withholding is that portion thereof constituting gross income which is in 
excess of an amount (ratably apportioned in accordance with regulations 
prescribed by the Secretary over the payments made during the calendar 
year) bearing the same proportion to (1) $600 in the case of a nonresident 
alien who will not attain the age of sixty-five before the close of his taxable 
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year, or (2) $1,200 in the case of a nonresident alien who will attain the 
age of siaty-five ‘before the close of his taxable year as the number of months 
in such year during which such nonresident alien received such an annuity 
bears to twelve months. Under regulations prescribed by the Com- 
missioner, with the approval of the Secretary, there may be exempted 
from such deduction and withholding the compensation for personal 
services of nonresident alien individuals who enter and leave the 
United States at frequent intervals. In respect of the compensation 
for services performed by nonresident alien individuals brought into 
the United States under the authority of the War Manpower Com- 
mission for temporary employment essential to the war effort and 
subject to withholding under this subsection, the deduction and 
withholding shall be at the rate of 10 per centum, and there shall be 
no deduction or withholding under section 1622. As used in this 
subsection, the term ‘‘nonresident alien individual’’ includes an alien 
resident of Puerto Rico. 
* * * * * * x 


SEC. 211. TAX ON NONRESIDENT ALIEN INDIVIDUALS 


(a) No Unirep States Business or OFfrice.— 
(1) GENERAL RULE.— 

(A) Imposition of tax.—There shall be levied, collected, 
sil paid for each taxable year, in lieu of the tax imposed by 
sections 11 and 12, upon the amount received, by every non- 
resident alien individual not engaged in trade or business 
within the United States, from sources within the United 
States as interest (except interest on deposits with persons 

sarrying on the banking business), dividends, rents, salaries, 

wages, premiums, annuities, compensations, remunerations, 
emolume its, or other fixed or determinable annual or pe- 
riodical gains, profits, and income, a tax of 30 per centum 
of such amount, except that such rate shall be reduced, in 
the case of a resident of any country in North, Central, or 
South America, or in the West Indies, or of Newfoundland, 
to such rate (not less than 5 per centum) as may be provided 
by treaty with such country [.] : Provided, That in the case 
of annuities received pursuant to the Civil Servic RS a ee 
Act of May 29, 1980, as amended (U.S.C., title 5, ch. , the 
amount of such annuities received during the taxable year shall 
be deemed, for purpose of this subparagraph, to be the excess 
of the amount received over that proportion of (i) $600 in the 
case of a nonresident alien who has not attained the age of 
sixty-five before the close of such year, or (ii) $1,200 in the case 
of a nonresident alien who has attained the age of sixty-five 
before the close of such year, as the number of months in such 
year during which such nonresident alien received such an 
annuity bears to twelve months. 


V. CHANGES IN EXISTING LAW MADE BY THE BILL AS REPORTED 


For the information of the Members of the House, changes in 
existing law made by the bill, as reported, are shown as follows 
(existing law proposed to be omitted is enclosed in black brackets, 
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new matter is printed in italic, existing law in which no change is 
proposed is shown in roman): 


INTERNAL REVENUE CODE OF 1954 


SEC. 402. TAXABILITY OF BENEFICIARY OF EMPLOYEES’ TRUST. 
| (a) Taxapitity OF BENEFICIARY OF Exempt TrRustT.— 

(1) GENERAL RULE.—Except as provided in [paragraph (2),] 
paragraphs (2) and (4), the amount actually distributed or made 
available to any distributee by any employees’ trust described in 
section 401(a) which is exempt from tax under section 501(a) 
shall be taxable to him, in the year in which so distributed or 
made available, under section 72 (relating to annuities) except 
that section 72(e)(3) shall not apply. The amount actually dis- 
tributed or made available to any distributee shall not include 
net unrealized appreciation in securities of the employer cor- 
poration attributable to the amount contributed by the em- 
ployee. Such net unrealized appreciation and the resulting 
adjustments to basis of such securities shall be determined in 
accordance with regulations prescribed by the Secretary or his 
delegate. 

(2) CAPITAL GAINS TREATMENT FOR CERTAIN DISTRIBUTIONS.— 
In the case of an employees’ trust described in section 401(a) 
which is exempt from tax under section 501(a), if the total dis- 
tributions payable with respect to any employee are paid to the 
distributee within 1 taxable year of the distributee on account of 
the employee’s death or other separation from the service, or 
on account of the death of the employee after his separation from 
the service, the amount of such distribution, to the extent exceed- 
ing the amounts contributed by the employee (determined by 
applying section 72(f)), which employee contributions shall be 
reduced by any amounts theretofore distributed to him which 
were not includible in gross income, shall be considered a gain 
from the sale or exchange of a capital asset held for more than 
6 months. Where such total distributions include securities of 
the employer corporation, there shall be excluded from such 
excess the net unrealized appreciation attributable to that part 
of the total distributions which consists of the securities of the 
employer corporation so distributed. The amount of such net 
unrealized appreciation and the resulting adjustments to basis 
of the securities of the employer corporation so distributed shall 
be determined in accordance with regulations prescribed by the 
Secretary or his delegate. 

(3) Derrnitions.—For purposes of this subsection— 

(A) The term “securities” means only shares of stock and 
bonds or debentures issued by a corporation with interest 
coupons or in registered form. 

(B) The term “securities of the employer corporation” in- 
cludes securities of a parent or subsidiary corporation (as 
defined in section 421(d)(2) and (3)) of the employer cor- 
poration. 

(C) The term ‘‘total distributions payable” means the 
balance to the credit of an employee which becomes payable 
to a distributee on account of the employee’s death or other 
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separation from the service, or on account of his death after 
separation from the service. 

(4) Disrripurions BY UNITED STATES TO NONRESIDENT 
ALIENS.—The amount includible under paragraph (1) or (2) of this 
subsection in the gross income of a nonresident alien individual with 
respect to a distribution made by the United States in respect of 
services performed by an employee of the United States shall not 
exceed an amount which bears the same ratio to the amount includible 
in gross income without regard to this paragraph as— 

(A) the aggregate basic salary paid by the United States to 
such employee for such services, reduced by the amount of such 
basic salary which was not includible in gross income by reason 
of being from sources without the United States, bears to 

(B) the aggregate basic salary paid by the United States to 
such employee for such services. 

In the case of distributions under the Civil Service Retirement Act 
(6 U.S.C., sc. 2251), the term “basic salary” shall have the meaning, 
provided in section 1(d) of such Act. 


* * * * « 


SEC. 871. TAX ON NONRESIDENT ALIEN INDIVIDUALS. 
(a) No Unrrep States Business AND Gross INcomE or Not More 
Tuan $15,400.— * * * 
* * * * * * ok 
(b) No Unrrep States Bustness AnD Gross [NcomE or More 
Tuan $15,400.— * * * 





* * * * + * a 
(c) Untrep States Bustness.— * * * 
a * ok * * * * 


[(d) Dovsurne or Tax.— 
or doubling of tax on citizens of certain foreign countries, see section 
as 


(d) Cross RereRENCES.— 


(1) For doubling of tax on citizens of certain foreign countries, 
see sect‘on 891. 

(2) For tax treatment of certain amounts distributed by the 
United States to nonresident alien individuals, see section 


402(a)(4). 
O 
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QUIETING TITLE AND POSSESSION WITH RESPECT TO 
CERTAIN REAL PROPERTY ADJACENT TO THE ROCKY 
MOUNTAIN ARSENAL, DENVER, COLO. 


Avucust 24, 1959.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed. 


Mr. Prost, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


(To accompany H.R. 4714] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H.R. 4714) to quiet title and possession with 
respect to certain real property adjacent to the Rocky Mountain 
Arsenal, Denver, Colo., having considered the same, report favorably 
thereon without amendment and recommend that the bill do pass. 


PURPOSE 


H.R. 4714 relinquishes the United States title to about 10 acres of 
land which was inadvertently included in a declaration of taking 
when adjacent properties were acquired for use by the Department 
of the Army as the Rocky Mountain Arsenal in Colorado. No 
payment was made by the Government for these 10 acres, the owners 
were unaware until recently that the record title was in the Govern- 
ment, and they have regularly paid State and local taxes on the 
properties. 

NEED 


Approximately 18,000 acres of land in Adams and Denver County, 
Colo., were acquired in the early 1940’s for use as a site of the Rocky 
Mountain Arsenal. Among the lands acquired were the 10 acres 
covered by H.R. 4714. These properties were described in a schedule 
attached to Declaration of Taking No. 6 filed on February 18, 1943, 
although the map attached to this declaration of taking indicated 
that the Government’s taking line did not include them. It was 
intended, in other words, to acquire only certain portions of the blocks 
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described in the bill but, through inadvertence, they were taken in 
their entirety. 

The committee has been informed that neither the Secretary of the 
Army nor the Attorney General has authority to reopen the condemna- 
tion proceedings to clarify the 1943 judgment of taking or to revest 
title to the properties in the former owners or their successors in 
interest through any other means. 


COST 


H.R. 4714 is self-executing and involves no administrative or other 
costs. 
DEPARTMENTAL RECOMMENDATION 


The Department of the Army has recommended enactment of H.R. 
4714. The Department of the Interior makes no recommendation with 
regard to enactment of the measure. The reports referred to follow: 


DEPARTMENT OF THE ARMY, 
Washington, D.C., June 19, 1959. 
Hon. Waynu N. AsPINALL, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives. 

Dear Mr. CuarrMan: Reference is made to your request to the 
Secretary of Defense for the views of the Department of Defense 
with respect to H.R. 4714, 86th Congress, a bill to quiet title and 
er with respect to certain real property adjacent to the Rocky 
Mountain Arsenal, Denver, Colo. The Secretary of Defense has 
delegated to the Department of the Army the responsibility for report- 
ing the views of the Department of Defense thereon. 

The Department of the Army on behalf of the Department of 
Defense favors the enactment of this bill, the purpose of which is 
stated in its title. 

The Rocky Mountain Arsenal was established in 1942 in Adams and 
Denver Counties, Colo., for the manufacture of chlorine and other 
chemicals on 18,027.4 acres of land acquired in fee for that purpose, 
with easements over an adjacent 34 acres, at a cost aggregating 
$1,193,408. An additional area of 1,888 acres was acquired in fee 
in 1954 at a cost of $236,582 after agreement with the Committees on 
Armed Services in Army acquisition project No. 103. The plant is 
near the city of Denver and has been developed for its use at a cost 
in excess of $51 million. 

The United States acquired some of the lands for establishment of 
the arsenal in condemnation proceedings filed in the U.S. District 
Court in and for the District of Colorado on June 15, 1942. Declara- 
tion of taking No. 6 in this action was filed on February 18, 1943. 
The map attached to the declaration of taking indicated that the 
Government’s taking line was to end along State Highway No. 2 
(U.S. No. 6) and that land lying north of the roadway’s south right- 
of-way was not included in the designated tracts. Through inadvert- 
ence, however, schedule A, also attached to this declaration of taking, 
indicated that it was intended to take fee simple title to each of certain 
tracts enumerated in the declaration of taking, including the lands 
described in H.R. 4714. Therefore, although it was proposed to 
acquire only portions of blocks 80, 81, 82, 83, 93, and 94 of Irondale 
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Subdivision in section 28 and a portion of block 5, South Irondale 
Subdivision in section 33, the Government acquired all of each of the 
aforementioned blocks. 

The land lying north of the south right-of-way line of State Highway 
No. 2 (U.S. No. 6) was never deemed to be within the area of the 
arsenal. ‘The Department of the Army has never exercised any 
jurisdiction over this strip of land and does not consider ii to be part 
of the arsenal. Nonetheless, owners of these properties have found 
that the condemnation proceedings referred to above represent a 
cloud on their titles. 

Despite these facts, neither the Attorney General nor the Secretary 
of the Army has authority to either reopen the condemnation pro- 
ceedings to clarify the 1943 judgment or in any other manner to revest 
title in the former owners or their successors in title who have bought 
the property in good faith. 

It is the purpose of H.R. 4714 to not only disclaim title on behalf 
of the United States in those segments to which title was inadvertently 
acquired, but also to release, relinquish, remise and quitclaim that 
title to those who, under the laws of the State of Colorado, are or 
would be entitled to title if it were not for the possible claim of the 
United States. This will protect intravening owners who acquired 
in good faith. Since the Army never deemed the property involved 
to be part of its arsenal installation, it favors enactment of the bill. 

Enactment of this measure will not involve the expenditure of any 
Department of Defense funds. 

This report has been coordinated within the Department of Defense 
in accordance with procedures prescribed by the Secretary of Defense. 

The Bureau of the Budget advises that there is no objection to the 
submission of this report. 

Sincerely yours, 
Wiper M. Brucker, 
Secretary of the Army. 


U.S. DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C. May. 4, 1959. 
Hon. Wayne N. AsPINWALL, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D.C. 

Dear Mr. AspINWALL: This is in reply to your request for the views 
of this Department on H.R. 4714, a bill to quiet title and possession 
with respect to certain real property adjacent to the Rocky Mountain 
Arsenal, Denver, Colo. 

We have no recommendations to make with respect to the enact- 
ment of this bill. 

If H.R. 4714 were enacted, the United States would relinquish all 
its right, title, and interest in and to certain land adjacent to the 
Rocky Mountain Arsenal, Denver, Colo. The land in question is 
acquired land, and is of primary interest to the C orps of Engineers of 
the Department of the Army. We have no interest in this land, and, 
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beyond suggesting that you ask the Department of the Army for its 
views, we have no comments to offer on H.R. 4714. 
Sincerely yours, 
Frep D. AANDARL, 
Assistant Secretary of the Interior. 


[COMMITTEE RECOMMENDATIONS 


The Committee on Interior and Insular Affairs recommends enact- 
ment of H.R. 4714 without amendment. 


O 
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INCOME TAX EXEMPTION FOR CERTAIN NONPROFIT 
ORGANIZATIONS ORGANIZED AFTER AUGUST 31, 1951, 
AND BEFORE SEPTEMBER 1, 1957 


Avucust 24, 1959.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Mitts, from the Committee on Ways and Means, submitted the 
following 


REPORT 


[To accompany H.R. 6155] 


The Committee on Ways and Means, to whom was referred the bill 
(H.R. 6155) to amend the Internal Revenue Code of 1954 to exempt 
from taxation certain nonprofit corporations or associations organized 
after August 31, 1951, having considered the same, report favorably 
thereon with an amendment and recommend that the bill as amended 
do pass. 

The amendment is as follows: 

Page 1, line 8, strike out “1955” and insert “1958”; 


I. SUMMARY OF BILL 


This bill moves forward from September 1, 1951, to September 1, 
1957, the date before which certain mutual deposit guarantee funds 
must be organized in order to qualify for income tax exemption. The 
other requirements for the exemption, which are left unchanged by 
this bill, provide that the organizations must be mutual, nonprofit 
organizations without capital stock and operated to provide reserves 
and insurance for building and loan associations, cooperative banks, 
or mutual savings banks. 

Three of the four presently existing mutual deposit guarantee funds 
were organized before September 1, 1951, and therefore presently 
qualify for exemption. A fourth such organization organized after 
that date but before September 1, 1957, will qualify for exemption 
under this bill. These organizations perform essentially the same 
type of services as the FDIC and FSLIC, Federal corporations which 
are exempt from income taxation. 
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Il. GENERAL STATEMENT 


Under present law an exemption from income tax is provided for 
nonprofit, mutual organizations having no capital stole which are 
operated for the purpose of providing reserve funds for, and insurance 
of, shares or deposits in domestic building and loan associations, co- 
operative banks, or mutual savings banks. However, in order to be 
exempt these organizations also must have been organized before 
September 1, 1951. This special exemption was provided in the 
Revenue Act of 1951. Before that time all of these organizations 
were held exempt under the more general exemption then provided 
for mutual savings banks and saving or building and loan associations. 

There are four such organizations now in existence: Two in Massa- 
chusetts, one in Connecticut, and one in Ohio. All of these are non- 
profit, mutual deposit guarantee organizations without capital stock 
organized for the benefit of a group of mutual savings banks or for 
a group of building and loan associations. ‘These guarantee organiza- 
tions provide two services for their member banks. First, they pro- 
vide a deposit insurance fund to aid their members in financial diffi- 
culty and in final extremities to pay off the depositors in full if a 
member bank is liquidated. Second, they also maintain a liquidity 
fund (which may or may not be a fund separate from the deposit 
insurance fund) to make loans to member banks which are basically 
sound but short of liquid assets. The deposit insurance fund is built 
by premium charges and the liquidity fund by deposits made with 
the guarantee organization. In addition, investment income is earned 
by the organization on both types of funds although there is little 
accumulation in the case of the liquidity funds since interest generally 
is paid on these deposits of the member banks. 

As is indicated by the above description these guarantee organiza- 
tions, although operating somewhat differently from the Federal De- 
posit Insurance Corporation and the Federal Savings and Loan Insur- 
ance Corporation, provide essentially the same services for their mem- 
bers. The FDIC and FSLIC are Federal corporations and exempt 
from income tax on their investment earnings. ‘Three of the four 
private organizations providing essentially the same services for their 
members also are exempt because they were organized before Septem- 
ber 1, 1951, the approximate time when the exemption for these organ- 
izations was added to the law. Because the guarantee organization 
in Ohio, although performing the same services, was organized after 
that date it presently is denied exemption. 

Your committee’s bill corrects this discrimination by moving 
forward from September 1, 1951, to September 1, 1957, the date before 
which these guarantee funds must have been organized in order to 
obtain income tax exemption. However, this change is to apply for 
taxable years beginning in 1959 or subsequent years. The effect of 
this is to grant exemption to the Ohio organization only for the present 
and future years. All other requirements for this exemption remain 
unchanged. 

This bill is expected to have a negligible effect on revenues. 

The bill is not opposed by the Treasury Department and is reported 
unanimously by your committee. 
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CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as intro- 
duced, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 


SECTION 501 OF THE INTERNAL REVENUE CODE OF 1954 


SEC. 501. EXEMPTION FROM TAX ON CORPORATIONS, CERTAIN 
TRUSTS, ETC. 

(a) Exemption From Taxation.—An organization described in 
subsection (c) or (d) or section 401(a) shall be exempt from taxation 
under this subtitle unless such exemption is denied under section 502, 
503, or 504. 

* * * * * * 


(c) List or Exempt OrGanizations.—The following organizations 
are referred to in subsection (a): 
(1) * * * 


* * * * * * * 


(14) Credit unions without capital stock organized and oper- 
ated for mutual purposes and without profit; and corporations or 
associations without capital stock organized before September 1, 
[1951] 1957, and operated for mutual purposes and without 
profit for the purpose of providing reserve funds for, and insur- 
ance of, shares or deposits in— 

(A) domestic building and loan associations, 

(B) cooperative banks without capital stock organized 
and operated for mutual purposes and without profit, or 

(C) mutual savings banks not having capital stock repre- 
sented by shares. 0 
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ESTABLISHING THE ARKANSAS POST NATIONAL 
MEMORIAL, ARK. 


Avaust 24, 1959.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mrs. Prost. from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany H.R. 6108} 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H.R. 6108) to provide for the establishment of the 
Arkansas Post National Park, in the State of Arkansas, having con- 
sidered the same, report favorably thereon with an amendment and 
recommend that the bill, as amended, do pass. 

The amendment is as follows: 

Page 2, line 1, strike out the word “Park.” and insert in lieu thereof 
the word “Memorial.” 

Page 2, line 13, strike out all of section 3 und insert in lieu thereof 
the following: 


Sec. 3. There are hereby authorized to be appropriated 
such sums, but not more than $125,000, as may be needed 
for the acquisition of lands and interests in lands and for 
development of the Arkansas Post National Memorial, of 
which not more than $25,000 shall be used for acquisition 
purposes, and in addition thereto, such sums as may be 
needed for its administration and maintenance. 


Amend the title so as to read: 
A bill to provide for the establishment of the Arkansas 
Post National Memorial, in the State of Arkansas. 


PURPOSE 


_ The purpose of H.R. 6108, as amended, is to provide for the estab- 
lishment of the Arkansas Post National Memorial to be located on 
and near the site of the present Arkansas Post State Park. 
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The memorial will commemorate a series of events important in 
American history which took place on the proposed site or in fairly 
close proximity to it. This is the area in which the first settlement of 
somewhat permanent character in the Mississippi Valley was estab- 
lished in 1686 as a fur trading post by Henry de Tonty, a lieutenant 
of La Salle’s. It was involved in the “Mississippi Scheme” or ‘‘Mis- 
sissippi Bubble” of the Scotch promoter, John Law. A military gar- 
rison was maintained here continuously for many decades beginning 
in the 1730’s, and it was an important Indian trading center before 
and after the Louisiana Purchase in 1804. From 1819 to 1821 it was 
the capital of the Arkansas Territory. In 1863, it was captured by 
Federal troops under Maj. Gen. John A. McClernand and remained 
under the control of the United States during the remainder of the 
Civil War. 


NEED 


Historical and archaeological studies of the Arkanses Post area have 
been made by the National Park Service. Based on this study, the 
Advisory Board on National Parks, Historic Buildings, and Monu- 
ments has adopted a resolution recommending the site and its environs 
as being of “exceptional value for commemorating the important his- 
torical events associated with the exploration and settlement of the 
lower Mississippi Valley.’’ The Department of the Interior has stated 
that Arkansas Post, as identified by the present State park and lands 
adjacent thereto, appears to be the place best suited to commemorate 
the significance of these events. 

It is understood that the State of Arkansas will tender to the 
United States the 62 acres of land and improvements which it holds 
and administers as the Arkansas Post State Park. Under the pro- 
visions of H.R. 6108, as amended, the Department of the Interior 
would be authorized to acquire additional lands for the memorial, 
The Department has estimated that not more than 800 additional 
acres would be required for the proper preservation of the memorial 
site. 

COST 


Section 3 of H.R. 6108, as amended, limits the amount authorized 
to be appropriated for the acquisition of lands and interest in lands 
and for development of the Arkansas Post National Memorial to 
$125,000, of which not more than $25,000 may be used for land 
acquisition. The annual operation and maintenance cost of the 
memorial is estimated at $22,500. 


DEPARTMENTAL RECOMMENDATION 


The Department of the Interior offered no objection to H.R. 6108 
if amended to change the designation from the Arkansas Post National 
Park to the Arkansas Post National Memorial. The committee 
segue that the bill be so amended. The Department’s report 
ollows: 
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DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., August 6, 1959. 
Hon. Wayne N. AspPrINALt, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D.C. 

Dear Mr. AsprInaLu: Your committee has requested the views of 
this Department on H.R. 6108, a bill to provide for the establishment 
of the Arkansas Post National Park, in the State of Arkansas. 

We have no objection to the enactment of this bill if it is amended 
as suggested. 

The purpose of this bill is to establish a national park at or near the 
site of the historical Arkansas Post. 

If the Congress should desire to commemorate the historical events 
connected with the exploration and settlement of this part of the lower 
Mississippi Valley, the bill should be amended to provide for the estab- 
lishment of the area as a national memorial rather than as a national 
park. Designation as a national monument or a national park would 
appear to be inappropriate because the area will memorialize events 
which took place some distances away for the most part, at locations 
which are today unknown. 

Special historical and archeological studies of Arkansas Post were 
recently undertaken with funds made available for this purpose by the 
Congress. Following these studies, in February of this year, the 
Advisory Board on National Parks, Historic Sites, Buildings, and 
Monuments passed the following resolution: 

“The Advisory Board on National Parks, Historic Sites, Buildings, 
and Monuments recommends Arkansas Post State Park and its 
environs, Arkansas, as of exceptional value for commemorating the 
important historical events associated with the exploration and settle- 
ment of the lower Mississippi Valley.” 

As the archeological projects and historical studies referred to above 
failed to locate the exact site of the French Post of 1686, but did 
locate French and Spanish settlements of the last half of the 18th 
century, at and near the Arkansas Post State Park, the State park 
and adjacent lands enclosing the remains of these French and Spanish 
settlements would appear to be the logical place to commemorate and 
interpret the significance of all of the successive Arkansas Posts from 
1686 to the present day. 

The chief significance of Arkansas Post is that it was the first white 
settlement of semipermanent character in the lower Mississippi Valley 
and the later Louisiana Purchase. It was established by Henry de 
Tonty, a lieutenant of the famed explorer, Robert Cavalier de la Salle, 
in 1686, as a fur trading post. Later, the French, under the Scotch 
promoter, John Law, established another post on the Arkansas, pre- 
sumably some distance away. The exact location is not known. 
John Law’s “Mississippi Scheme” and the ‘Mississippi Bubble” are 
internationally known because of the far-reaching ramifications of that 
financial project. 

While Arkansas Post was overshadowed in importance by such 
laces as New Orleans, Natchitoches, and St. Louis, it was considered 
y the colonial administrations of both France and Spain to be of 

such importance that from the early 1730’s a garrison was always 
maintained on the Arkansas. 
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Following the transfer of Arkansas Post to the United States in 
1804, the area continued to be an important center for Indian trade. 
It reached its greatest importance in the years 1819 to 1821, when it 
was the capital of Arkansas Territory. The site of this last Arkansas 
Post is preserved as Arkansas Post State Park. During the Civil 
War, the Confederacy recognized its strategic location on the Arkansas 
River by fortifying it and placing 3,000 troops there. In January 
1863, 30,000 Federal troops under Maj. Gen. John A. McClernand 
captured the post and kept control of the area during the remainder 
of the war. 

While studies of the historical significance have been made, defini- 
tive boundary studies have not. Until a boundary study is made, it 
will be impossible to estimate reliably land acquisition costs. 

The Bureau of the Budget has advised that there would be no 
objection to the submission of this report to your committee. 

Sincerely yours, 
Rocer Ernst, 
Assistant Secretary of the Interior. 


COMMITTEE RECOMMENDATION 


The committee on Interior and Insular Affairs recommends enact- 
ment of H.R. 6108, as amended. 


O 








86TH CONGRESS HOUSE OF REPRESENTATIVES {' REpPoRT 
Ist Session No. 984 


—<—$—<—<—$—<—<—$———————_—_————————— ee 


LIBERALIZATION OF TARIFF LAWS FOR WORKS OF ART 
AND OTHER EXHIBITION MATERIAL 





Avuaust 24, 1959.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. M1113, from the Committee on Ways and Means, submitted the 
following 


REPORT 


[To accompany H.R, 6249] 


The Committee on Ways and Means, to whom was referred the bill 
(H.R. 6249) to liberalize the tariff laws for works of art and other 
exhibition material, and for other purposes, having considered the 
same, report favorably thereon with an amendment and recommend 
that the bill as amended to pass. 

The amendment is as follows: 


Strike out all after the enacting clause and insert in lieu thereof the 
following: 


That paragraph 1720 of the Tariff Act of 1930, as amended (19 U.S.C., see. 1201, 
par. 1720), is amended to read as follows: 

“Par. 1720. Models of inventions and of other improvements in the arts, to be 
used exclusively as models, or exclusively as exhibits in exhibitions at any college, 
academy, school, or seminary of learning, any society or institution established 
for the encouragement of the arts, science, or education, or any association of such 
organizations.” 

Sec. 2. Paragraph 1807 of such Act, as amended (19 U.S.C., sec. 1201, par. 
1807), is amended to read as follows: 

“Par. 1807. (a) Original paintings in oil, mineral, water, vitreous enamel, or 
other colors, pastels, original mosaics, original drawings and sketches in pen, ink, 
pencil, or watercolors, or works of the free fine arts in any other media including 
applied paper and other materials, manufactured or otherwise, such as are used 
on collages, artists’ proof etchings unbound, and engravings and woodcuts un- 
bound, lithographs or prints made by other hand transfer processes unbound, 
original sculptures or statuary; but the terms ‘sculpture’ and ‘statuary’ as used 
in this paragraph shall be understood to include professional productions of 
sculptors only, whether in round or in relief, in bronze, marble, stone, terra cotta, 
ivory, wood, metal, or other materials, or whether cut, carved, or otherwise 
wrought by hand from the solid block or mass of marble, stone, alabaster, or from 
metal, or other material, or cast in bronze or other metal or substance, or from 
wax or plaster, or constructed from any material or made in any form as the 
professional productions of sculptors only, and the term ‘original’, as used in this 
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paragraph to modify the words ‘sculptures’ and ‘statuary’, shall be understood 
to include the original work or model and not more than ten castings, replicas, 
or reproductions made from the sculptor’s original work or model, with or with- 
out a change in scale and regardless of whether or not the sculptor is alive at the 
time the castings, replicas, or reproductions are completed. The terms ‘painting’, 
‘mosaic’, ‘drawing’, ‘work of the free fine arts’, ‘sketch’, ‘sculpture’, and ‘statuary’, 
as used in this paragraph, shall not be understood to include any articles of utility 
or for industrial use, nor such as are made wholly or in part by stenciling or any 
other mechanical process; and the terms ‘etchings’, ‘engravings’, and ‘woodcuts’, 
‘lithographs’, or ‘prints made by other hand transfer processes’, as used in this 
paragraph, shall be understood to include only such as are printed by hand from 
plates, stones, or blocks etched, drawn, or engraved with hand tools and not such 
as are printed from plates, stones, or blocks etched, drawn, or engraved by photo- 
chemical or other mechanical processes. 

“‘(b) Original works of the free fine arts, not provided for in subparagraph (a), 
subject to such regulations as the Secretary of the Treasury may prescribe as to 
proof that the article imported represents some school, kind, or medium of the 
free fine arts. The term ‘original works of the free fine arts’ as used herein shall 
not be understood to include any article of utility or for industrial use.”’ 

Sec. 3. Paragraph 1809 of such Act, as amended (19 U.S.C., sec. 1201, par. 
1809), is amended to read as follows: 

“Par. 1809. (a) Works of art, collections in illustration of the progress of the 
arts, sciences, agriculture, or manufactures, photographs, works in terra cotta, 
parian, pottery, or porcelain, antiquities and artistic copies thereof in metal or 
other material, imported in good faith for exhibition purposes within the terri- 
torial limits of the United States by any State or by any society or institution 
established for the encouragement of the arts, science, agriculture, or education, 
or for a municipal corporation, and all like articles imported in good faith by any 
society or association, or for a municipal corporation, for the purpose of erecting 
a public monument, and not intended for sale nor for any other purpose than 
herein expressed; but bond shall be given, under such rules and regulations as the 
Secretary of the Treasury may prescribe, for the payment of lawful duties which 
may accrue should any of the articles aforesaid be sold, transferred, or used con- 
trary to this paragraph within five years after the date of entry hereunder and 
such articles shall be subject at any time within such five-year period to examina- 
tion and inspection by the proper officers of the customs: Provided, That the 
privileges of this subparagraph (a) shall not be allowed to associations or corpora- 
tions engaged in or connected with business of a private or commercial character. 

““(b) In connection with the entry of works of art and other articles claimed to 
be free of duty under this paragraph, surety on bonds may be waived in the dis- 
cretion of the Secretary of the Treasury. 

“‘(e) Articles entered under this paragraph may be transferred, subject to such 
regulations as the Secretary of the Treasury may prescribe, from an organization 
specified in subparagraph (a) to another such organization or temporarily to a 
commercial gallery or other premises for exhibition and not for sale.” 

Sec. 4. Paragraph 1811 of such Act, as amended (19 U.S.C., sec. 1201, par. 
1811), is amended to read as follows: 

“Par. 1811. (a) Works of art (except rugs and carpets made after the year 
1700), collections in illustration of the progress of the arts, works in bronze, marble, 
terra cotta, parian, pottery, or porcelain, artistic antiquities, and objects of art of 
ornamental character or educational value which shall have been produced prior to 
the vear 1830, subject to such regulations as to proof of antiquity as the Secretary 
of the Treasury may prescribe. Picture frames classifiable under this subpara- 
graph may be entered at any port of entry. 

‘“(b) Violins, violas, violoncellos, and double basses, of all sizes, made in the 
year 1800 or prior year. 

“‘(¢) Ethnographic objects made in traditional aboriginal styles and made at 
least fifty years prior to their date of entry, subject to such regulations as to proof 
of antiquity as the Secretary of the Treasury shall prescribe.”’ 

Sec. 5. Paragraph 1812 of such Act, as amended (19 U.S.C., sec. 1201, par. 
1812), is amended to read as follows: 

“Par. 1812. Gobelin and other hand-woven tapestries fit only for use as wall 
hangings, and valued at not less than $20 per square foot.” 

Sec. 6. This act shall become effective with respect to merchandise entered, or 
withdrawn from warehouse, for consumption on or after the thirtieth day after the 
date of enactment of this Act. 
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PURPOSE 


The purpose of H. R. 6249 is to liberalize the definition of ‘‘works of 
art’? which may be imported duty free so as to include modern art 
forms and to ease restrictions on the importation of articles of educa- 
tional or artistic value when they are meant for exhibition and not for 
sale. The United States, the world’s most advanced society, retains 
some of the most antiquated tariff provisions which tend to sharply 
reduce the number of abstracts, collages, lithographs, and primitive 
carvings imported for the enjoyment of the general public. With the 
cooperation of the Treasury Hivestanent the bill (H.R. 6249) has been 
drafted to modernize fully those antiquated provisions, and your com- 
mittee believes it would contribute to the cultural development of our 
Nation. 

GENERAL STATEMENT 


H.R. 6249 amends paragraphs 1720, 1807, 1809, 1811, and 1812 of 
the Free List of the Tariff Act of 1930, as amended, to provide for the 
duty-free treatment of items presently dutiable at various rates of 
duty under a number of paragraphs of the dutiable list of the Tariff 
Act. All of these Free List paragraphs can be characterized as contain- 
ing provisions relating to the encouragement in the United States of 
the industrial and free fine arts. 

The amendment to paragraph 1720 continues present duty-free 
entry provisions for models of inventions and of other improvements 
in the arts which are to be used exclusively as models and broadens 
the provision to also include those which are to be used exclusively as 
exhibits in exhibitions at certain designated types of educational and 
cultural institutions. 

The amended paragraph 1807(a) adds to the existing Free List of 
the Tariff Act of 1930, as amended, specific provisions for original 
paintings in vitreous enamel, original mosaics, lithographs or prints 
made by other hand transfer processes unbound, and works of the free 
fine arts in any other media, including applied paper and other ma- 
terials such as are used on collages. The words “any other media” 
significantly expand the present judicial concept as outlined in such 
cases as United States v. Olivotti and Company (1916) 7 Ct. Cust. 
Appls. 46, 48, T.D. 36309, which have held that works of art in the 
tariff sense are limited to works of the free fine arts of which the 
principal types are painting and sculpture. 

Under the new statutory concept of works of the free fine arts 
embodied in these amendments, articles which are recognized as 
works of art in fact, but which have been denied duty-free treatment 
under the existing decisions as to what constitutes a work of art, will 
be entitled to free entry. It is difficult to predict all the types of 
objects which will in the future be so classifiable, but it is safe to say 
that any object, irrespective of media, not an article of utility or for 
industrial use, which is considered to be a work of art by a sufficient 
er of recognized authority on art will be so classifiable under the 
new law. 

Sculptures of the requisite quality covered by the proposed amend- 
ments will not be limited to representations of the human or animal 
form, including abstractions of the same (see Brancusi v. United 
States (1928, Cust. Ct., T.D. 43063, 54 Treas. Dec. 428) or 
abstract intellectual concepts of recognized sculptors (see (1958, 
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Dept.) T.D. 54698(42), 93 Treas. Dec. 446). Under the broadened 
concept the basic question will be whether the sculpture, regardless 
of subject or media, is regarded as a work of art by a sufficient body 
of recognized authority. 

As there may be some unforeseeable technical deficiencies in para- 
graph 1807(a) which would operate to exclude objects of types which 
are intended to be within its scope, provision has been made in para- 
graph 1807(b) for original works of the free fime arts not provided 
or in paragraph 1807(a). The free entry of such works would be 
dependent upon compliance with such regulations as the Secretary of 
the Treasury may prescribe as to proof of the character of the article. 
These regulations will permit the requirement of appropriate proof to 
qualify the works for free entry under paragraph 1807(b), including, 
when necessary, certificates from curators or other recognized experts. 

The bill amends the present provision for the free entry of “not 
more than two replicas or reproductions” of sculptures or statuary to 
include ‘10 castings, replicas, or reproductions.” To preclude the 
possibility of the castings not being granted free entry in a case where 
the sculptor might die before the castings eould be completed under 
his supervision, the bill provides that free entry may be granted the 
replicas even though the sculptor is deceased at the time the castings 
are made. 

Certain specified classes of works of art which are articles of utility 
or for industrial use are excluded from classification under paragraph 
1807. Such utility or use is determined by the character of the 
articles themselves rather than upon independent evidence of the 
intention of the artist. (See (1932, Dept.) T.D. 45927, 62 Treas. 
Dec. 314.) 

Paragraph 1809 of the Tariff Act now covers the importation for 
exhibition purposes of a wide range of works of art, antiquities, and 
collections. A bond is required to assure proper use of the imported 
articles entered under this provision. The amendment would do 
away with the requirement that the exhibition of these articles be 
at a fixed place and merely requires that it be within the territorial 
limits of the United States. It would also permit the collector of 
customs to waive the requirement of surety on the bonds. The 
amendment would permit temporary transfers of items for exhibit 
for educational, scientific, agricultural, or cultural purposes, but not 
for sale. No new entry would be required for such transfers. 

The effect of existing regulations issued pursuant to section 489 of 
the Tariff Act of 1930, as amended (19 U.S.C. 1489), is to require 
so-called antique frames on original works of art to be entered at 
certain designated “antique” ports even though the work of art if 
imported without the frame could be entered at the port of arrival. 
(See 19 CFR 10.53.) To simplify such transactions paragraph 
1811(a) would provide that picture frames classifiable under that 
paragraph may be entered at any port of entry. Paragraph 1811 is 
also amended to provide for the free entry of ethnographic objects 
made in traditional aboriginal styles and made at least 50 years prior 
to the day of entry, under such regulations as to proof of antiquity 
as the Secretary of the Treasury may prescribe. 

Existing paragraph 1812 provides for free entry of Gobelin tapestries 
used as wall hangings. The amendment of paragraph 1812 provides 
for the free entry of Gobelin and other hand-woven tapestries fit only 
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for use as wall hangings, and valued at not less than $20 per square 
foot. The term “fit only’ has been judicially construed to mean fit 
in the commercial sense, that is to say the article has no practical 
commercial fitness for uses other than those designated (Stone and 
Downer Co. v. United States (1911) 1 Ct. Cust. Appls. 513, T.D. 
31533 and Stone and Downer Co. et al. v. United States (1913) 4 Ct. 
Cust. Appls. 47, T.D. 33266). The fact that a tapestry might have 
fugitive uses otherwise than as a wall hanging would not remove it 
from the class of tapestries fit only for use as wall hangings if the 
redominate use of tapestries of the class or kind concerned is as wall 
angings. 

Your committee received favorable reports on this bill from the 
Departments of State, Treasury, and Commerce, the National Gallery 
of Art, the National Collection of Fine Arts, and the Commission of 
Fine Arts, and an informative report from the U.S. Tariff Commission. 

Your committee is unanimous in urging the enactment of H.R. 6249. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as intro- 
duced, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 


SECTION 201 OF THE TARIFF ACT OF 1930 
TITLE II—FREE LIST 


SecTIon 201. That on and after the day following the passage of 
this Act, except as otherwise specially provided for in this Act, the 
articles mentioned in the following paragraphs, when imported into 
the United States or into any of its possessions (except the Virgin 
Islands, American Samoa, Wake Island, Midway Islands, Kingman 
Reef, Johnston Island, and the island of Guam), shall be exempt “from 
duty: 

* * * * * * cd 


Par. 1720. Models of inventions and of other improvements in the 
arts, to be used exclusively as models and incapable of any other 
[use.] wse, except as they may be used in educational and cultural 
exhibitions. 

* * * * oa * ok 


[Par. 1807. Original paintings in oil, mineral, water, or other 
colors, pastels, original drawings and sketches in pen, ink, pencil, 
or water colors, artists’ proof etchings unbound, and engravings 
and woodcuts unbound, original sculptures or statuary, including 
not more than two replicas or reproductions of the same; but the 
term “sculpture” and ‘statuary’ as used in this paragraph shall 
be understood to include professional productions of sculptors only, 
whether in round or in relief, in bronze, marble, stone, terra cotta, 
ivory, wood, or metal, or whether cut, carbed, or otherwise wrought 
by hand from the solid block or mass of marble, stone, or alabaster, 
or from metal, or cast in bronze or other metal or substance, or from 
wax or plaster, made as the professional productions of sculptors 
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only; and the words “painting,” “drawing,” “sketch,” “sculpture,” 
and “statuary” as used in this paragraph shall not be understood 
to include any articles of utility or for industrial use, nor such as 
are made wholly or in part by stenciling or any other mechanical 
process; and the words “etchings,” “engravings,” and ‘‘woodcuts” 
as used in this paragraph shall be understood to include only such 
as are printed by hand from plates or blocks etched or engraved 
with hand tools and not such as are printed from plates or blocks 
etched or engraved by photochemical or other mechanical processes. ] 

Par. 1807. Original paintings in oil, mineral, water, or other colors, 
pastels, original drawings and sketches in pen, ink, pencil, or water 
colors, or original works of art in any other media including applied 
paper and other materials, manufactured or otherwise, such as are used 
on collages, artists’ proof etchings unbound, and engravings and wood- 
cuts unbound, lithographs not over twenty years old or prints made by 
other hand transfer processes unbound, original sculptures or statuary; 
but the terms ‘‘sculpture’”’ and “statuary” as used in this paragraph shall 
be understood to include professional productions of sculptors only, 
whether in round or in relief, in bronze, marble, stone, terra cotta, ivory, 
wood, metal, or other materials, or whether cut, carved, or otherwise 
wrought by hand from the solid block or mass of marble, stone, alabaster, 
or from metal, or other material, or cast in bronze or other metal or sub- 
stance, or from waz or plaster, or constructed from any material or made 
in any form as the professional productions of sculptors only, and the 
term “original”, as used in this paragraph to modify the words “‘sculp- 
tures” and “statuary’’, shall be understood to include the original work 
or model and not more than ten castings, replicas, or reproductions made 
from the sculptor’s original work or model, with or without a change in 
scale and regardless of whether or not the sculptor is alive at the time the 
castings, replicas, or reproductions are completed. The terms‘ painting”’, 
“drawing’’, “sketch”, “sculpture”, and “statuary”, as used in this 
paragraph, shall not be understood t» include any articles of utility or for 
wndustrial use, nor such as are made wholly or in part by stenciling or 
any other mechanical process; and the terms “‘etchings’’, “engravings”’, 
and ‘‘woodcuts’’, “lithographs not over twenty years old’, or “prints 
made by other hand transfer processes’’, as used in this paragraph, shall 
be understood to include only such as are printed by hand from plates, 
stones, or blocks etched, drawn, or engraved with hand tools and not such 
as are printed from plates, stones, or blocks etched, drawn, or engraved 
by photochemical or other mechanical processes. 

* ~~ o*” * * * * 


Par. 1809. (a) Works of art, collections in illustration of the prog- 
ress of the arts, sciences, agriculture, or manufactures, photographs, 
works in terra cotta, parian, pottery, or porcelain, antiquities and 
artistic copies thereof in metal or other material, imported in good 
faith for exhibition [at a fixed place] purposes within the territorial 
limits of the United States by any State or by any society or institution 
established for the encouragement of the arts, science, agriculture, or 
education, or for a municipal corporation, and all like articles imported 
in good faith by any society or association, or for a municipal corpora- 
tion, for the purpose of erecting a public monument, and not intended 
for sale nor for any other purpose than herein expressed; but bond 
shall be given, under such rules and regulations as the Secretary of the 
Treasury may prescribe, for the payment of lawful duties which may 
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accrue should any of the articles aforesaid be sold, transferred, or used 
contrary to this provision within five years after the date of entry 
hereunder[,,] and such articles shall be subject at any time [within] 
with such five-year period to examination and inspection by the proper 
officers of the customs: Provided, That the privileges of this paragraph 
shall not be allowed to associations or corporations engaged in or 
connected with business of a private or commercial character. 

(b) In connection with the entry of works of art and other articles 
clavmed to be free of duty under this paragraph, surety on bonds may be 
waived vn the discretion of the collector. 

(c) Articles entered under this paragraph may be transferred from one 
anstitution to another, subject to a requirement that proof as to the location 
of such articles be furnished to the collector at any tume, and such articles 
may be transferred temporarily to a commercial gallery or other premises 
for educational, scientific, agricultural, or cultural purposes or for the 


benefit of charitable organizations, and not for sale, wpon an application 


in writing in the case of each transfer describing the articles and stating 
the name and location of the commercial gallery or premises to which 
transfer is to be made, and provided in the case of any transfer under 
this paragraph the sureties, of any, on the bond assent in writing under 
seal or a new bond is filed. No entry or withdrawal shall be required 
for a transfer under this subparagraph. 

* * * = * cad * 


(Par. 1811. Works of art (except rugs and carpets made after the 
vear 1700), collections in illustration of the progress of the arts, works 
in bronze, marble, terra cotta, parian, pottery, or porcelain, artistic 
antiquities, and objects of art of ornamental character or educational 
value which shall have been produced prior to the year 1830, but the 
free importation of such objects shall be subject to such regulations as 
to proof of antiquity as the Secretary of the Treasury may prescribe. 
Violins, violas, violoncellos, and double basses, of all sizes, made in 
the year 1800 or prior year.] 

Par. 1811. (a) Works of art (except rugs and carpets made after the 
year 1700), collections in wlustration of the progress of the arts, works in 
bronze, marble, terra cotta, parian, pottery, or porcelain, objects of art of 
ornamental character or educational value, and artistic antiquities, which 
shall have produced prior to one hundred years before their date of entry, 
but the free importation of such objects shall be subject to such regulations 
as to proof of antiquity as the Secretary of the Treasury may prescribe. 
Antique frames on original works of antique or modern art may be entered 
at any port of entry. 

(b) Violins, violas, violoncellos, and double basses, of all sizes, made 
in the year 1800 or prior year. 

(c) Ethnographic or artistic objects made in the traditional aboriginal 
styles of the North, Central, and South American countries and of the 
Caribbean Islands, the countries of the African continent, and of the 
islands of Micronesia, Melanesia, Polynesia, Indonesia, and Australia, 
and made at least fifiy years prior to their date of entry. 

Par. 1812. Gobelin and other hand-woven tapestries used as wall 
hangings. 
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CHANGES IN EXISTING LAW MADE BY THE BILL AS REPORTED 


For the information of the Members of the House, changes in 
existing law made by the bill, as reported, are shown as follows 
(existing law proposed to be omitted is enclosed in black brackets, 
new matter is printed in italics, existing law in which no change is 
proposed is shown in roman): 


SECTION 201 OF THE TARIFF ACT OF 1930 
“4 TITLE II—FREE LIST 


1 apie 

Section 201. That on and after the day following the passage of 
this Act, except as otherwise specially provided for in this Act, the 
articles mentioned in the following paragraphs, when imported into 
the United States or into any of ‘its possessions (except the Virgin 
Islands, American Samoa, Wake Island, Midway Islands, Kingman 
Reef, Johnston Island, and the island of Guam), shall be exempt from 
a 

* SCHEDULE 16 


* * * * * * * 


Par. 1720. Models of inventions and of other improvements in 
the arts, to be used exclusively as [models and incapable of any other 
use] models, or exclusively as exhibits in exhibitions at any college, 
academy, school, or seminary of learning, any society or institution 
established for the encouragement of the arts, science, or education, or 
any association of such organizations. 

* * * * * * 


Par. 1807. (a) Original paintings in oil, mineral, water, vitreous 
enamel, or other colors, pastels, original mosaics, original drawings and 
sketches in pen, ink, pencil, or watercolors, or works of the free fine 
arts in any other media including applied paper and other materials, 
manufactured or otherwise, such as are used on collages, artists’ proof 
etchings unbound, and engravings and woodcuts unbound, lithographs 
or prints made by other hand transfer processes unbound, original sculp- 
tures or statuary [,, including not more than two replicas or reproduc- 
tions of the same]; but the terms “sculpture” and “statuary” as used 
in this paragraph shall be understood to include professional produc- 
tions of sculptors only, whether in round or in relief, in bronze, 
marble, stone, terra cotta, ivory, wood, [or] metal, or other materials, 
or whether cut, carved, or otherwise wrought by hand from the 
solid block or mass of marble, stone, [or] alabaster, or from metal, 
or other material, or cast in bronze or other metal or substance, or 
from wax or plaster, or constructed from any material or made in any 
form as the professional productions of sculptors only [; and the 
words], and the term “original”’, as used in this paragraph to modify 
the words “‘sculptures’”’ and “statuary”, shall be understood to include 
the original work or model and not more than ten castings, replicas, or 
reproductions made from the sculptor’s original work or model, with or 
without a change in scale and regardless of whether or not the sculptor is 
alive at the time the castings, replicas, or reproductions are completed. 
The terms “painting’’, ‘mosaic’, ‘drawing’, “work of the free fine 
arts’’, “sketch”, ‘sculpture’, and “statuary’’, as used in this para- 
graph, shall not be understood to include any articles of utility or for 
industrial use, nor such as are made wholly or in part by stenciling 
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or any other mechanical process; and the [words] terms “etchings”, 
“engravings”, and ‘ ‘woodcuts” ‘lithographs’, or “prints made by 
other hand transfer processes”’, as used in this paragraph, shall be under- 
stood to include only such as are printed by hand from plates, stones, 
or blocks etched, drawn, or engraved with hand tools and not such as 
are printed from plates, stones, or blocks etched, drawn, or engraved 
by photochemical or other mechanical processes. 

(6) Original works of the free fine arts, not provided for in subpara- 
graph (a), subject to such regulations as ‘the Secretary of the Treasury 

may prescribe as to proof that the article imported represents some school 
kind, or medium of the free fine arts. The term “original works of the 
free fi fine arts” as used herein shall not be understood to include any article 
of utility or for industrial use. 

* * * * * * * 


Par. 1809. (a) Works of art, collections in illustration of the prog- 
ress of the arts, sciences, agriculture, or manufactures, photographs, 
works in terra cotta, parian, pottery, or porcelain, antiquities and 
artistic copies thereof in metal or other material, imported in good 
faith for exhibition [at a fixed place] purposes within the territorial 
limits of the United States by any State or by any society or institution 
established for the encouragement of the arts, science, agriculture, or 
education, or for a municipal corporation, and all like articles im- 
ported in good faith by any society or association, or for a municipal 
corporation, for the purpose of erecting a public monument, and not 
intended for sale nor for any other purpose than herein expressed; 
but bond shall be given, under such rules and regulations as the 
Secretary of the Treasury may prescribe, for the payment of lawful 
duties which may accrue should any of the articles aforesaid be sold, 
transferred, or used contrary to this [provision] paragraph within five 
years after the date of entry hereunder and such articles shall be sub- 
ject at any time within such five-year period to examination and in- 
spection by the proper officers of the customs: Provided, That the 
privileges of this [paragraph] subparagraph (a) shall not be allowed 
to associations or corporations engaged in or connected with business 
of a private or commercial character. 

(b) In connection with the entry of works of art and other articles 
claimed to be free of duty under this paragraph, surety on bonds may be 
waived in the discretion of the Secretary of the Treasury. 

(c) Articles entered under this paragraph may be transferred, subject 
to such regulations as the Secretary of the Treasury may prescribe, from 
an organization specified in subparagraph (a) to another such organiza- 
tion or temporarily to a commercial gallery or other premises for exhibition 
and not for sale. 

* * * * * * * 


Par. 1811. (2) Works of art (except rugs and carpets made after 
the year 1700), collections in illustration of the progress of the arts, 
works in bronze, marble, terra cotta, parian, pottery, or porcelain, 
artistic antiquities, and objects of art of ornamental character or edu- 
cational value which shall have been produced prior to the year 1830, 
[but the tree importation of such objects shall 1 be] subject to such 
regulations as to proof of antiquity as the Secretary of the Treasury 
may prescribe. [Violins, violas, violoncellos, and double basses, of 
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all sizes, made in the year 1800 or prior year.] Picture frames classi- 
Sjfiable under this subparagraph may be entered at any port of entry. 

(6) Violins, violas, violoncellos, and double basses, of all size, made 
in the year 1800 or prior year. 

(c) Ethnographic objects made in traditional aboriginal styles and 
made at least fifty years prior to their date of entry, subject to such regu- 
lations as to proof of antiquity as the Secretary of the Treasury shall 
prescribe. 

Par. 1812. Gobelin and other hand-woven tapestries [used] fit only 
for use as wall hangings, and valued at not less than $20 per square foot. 


O 
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INCOME TAX TREATMENT OF CERTAIN STOCK HELD AT 
DEATH 


Avuaust 24, 1959.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. O’Brien of Illinois, from the Committee on Ways and Means, 
submitted the following 


REPORT 


[To accompany H.R. 6777] 


The Committee on Ways and Means, to whom was referred the bill 
(H.R. 6777) to amend section 421 of the Internal Revenue Code of 
1954 with respect to the income tax treatment of certain stock held 
at death, having considered the same, report favorably thereon with 
ap amendment and recommend that the bill as amended do pass. 

The amendment is as follows: 

Strike out all after the enacting clause and insert the following: 


That (a) subsection (b) of section 421 of the Internal Revenue Code of 1954 is 
amended to read as follows: 

“(b) SpeciaL Rutes WHERE Option Price Is Between 85 PERCENT AND 
95 PercENT OF VaLue OF Strocx.— 

(1) TREATMENT AS ORDINARY INCOME.—If no disposition of a share of 
stock acquired by an individual on his exercise after 1949 of a restricted stock 
option is made by him within 2 years from the date of the granting of the 
option nor within 6 months after the transfer of such share to him, but, at 
the time the restricted stock option was granted, the option price (computed 
under subsection (d)(1)(A)) was less than 95 percent of the fair market value 
at such time of such share, then— 

‘“*(A) (i) in the event of any disposition of such share by him, or (ii) 
in the event of his death while owning such share (including a joint 
ownership described in subsection (d)(4)(B)) unless subparagraph (B) 
applies, or 

““(B) if he dies while owning such share and such share is acquired by 
his surviving spouse either by reason of survivorship in the case of a 
joint ownership described in subsection (d)(4)(B) or by bequest or 
inheritance as provided in paragraph (5)(A), in the event of any dis- 
position of such share by such surviving spouse, or in the event of the 
death of such surviving spouse while owning such share (including a 
joint ownership described in subsection (d)(4)(B)). 

there shall be included as compensation (and not as gain upon the sale or 
exchange of a capital asset) in gross income for the taxable year in which 
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falls the date of disposition, or for the taxable year closing with the death of 

the employee or his surviving spouse, as the case may be, the amount speci- 
fied in paragraph (2). 

‘*(2) AMOUNT OF ITEM.—The amount referred to in paragraph (1) is— 

“‘(A) in the case of a share of stock acquired under an option qualify- 

ing under clause (i) of subsection (d)(1)(A), an amount equal to the 

amount (if any) by which the option price is exceeded by the lesser of— 

‘“‘(j) the fair market value of the share at the time of disposition, 
or at the time of the death of the employee or his surviving spouse, 
as the case may be, or 

‘“‘(ii) the fair market value of the share at the time the option was 
granted; or 

**(B) in the case of stock acquired under an option qualifying under 
clause (ii) of subsection (d)(1)(A), an amount equal to the lesser of— 

““(i) the excess of the fair market value of the share at the time of 
disposition- or at the time of the death of the employee or his sur- 
viving spouse, as the case may be, over the price paid under the 
option, or 

““(ji) the excess of the fair market value of the share at the time 
the option Was granted over the option price (computed as if the 
option had been exercised at such time). 

(3) Basis. 

“(A) If paragraph (1)(A) applies to any disposition of a share, the 
basis of the share in the hands of the individual at the time of dis- 
position shall be increased by an amount equal to the amount includible 
in his gross income by reason of such disposition. 

“(B) If paragraph (1)(B) applies to any disposition of a share, the 
basis of the share in the hands of the surviving spouse at the time of 
such disposition— 

‘“‘(j) shall be reduced by the excess (if any) of the amount, which 
would have been includible in the gross income of the employee 
under this subsection if he had disposed of such share at the time 
he died, over the amount which is includible in gross income under 
this subsection, or 

‘*Gi) shall be increased to the extent (if any) that the amount in- 
cludible in gross income under this subsection exceeds the amount 
which would have been includible in the gross income of the em- 
ployee under this subsection if he had disposed of such share at the 
time he died. 

(4) DEpUCTION FOR ESTATE TAX.—If an amount is required to be in- 
cluded under paragraph (1)(B) in gross income of the surviving spouse, there 
shall be allowed to such surviving spouse a deduction with respect to the 
estate tax attributable to the inclusion in the taxable estate of the deceased 
employee of the excess (if any) of the fair market value of such share at the 
time of the employee’s death over the price paid for such share. For this 
purpose, the deduction shall be determined under section 691(c) as if such 
excess were an item of gross income in respect of the decedent under section 
691 and as if the amount includible in gross income under this subsection 
were an amount included in gross income under section 691 in respect of 
such item of gross income. 

**(5) SPECIAL RULES ON BEQUEST TO SPOUSE, ETC.— 

(A) APPLICATION OF PARAGRAPH (1)(B).—For purposes of paragraph 
(1) (B), a surviving spouse does not acquire a share of stock by bequest 
or inheritance as provided in this subparagraph unless— 

‘*(i) the spouse acquires such share by bequest or inheritance on or 
before the last day of the 15th month after the death of the employee, 
or 

‘(ii) the Secretary or his delegate is notified (in such manner as 
the Secretary or his delegate shall by regulations prescribe) on or 
before such last day that the spouse reasonably may be expected to 
so acquire such share and the spouse does so acquire such share 
after such last day. 

“‘(B) Stature oF LimiTaTIONs.—If the Secretary or his delegate is 
notified (as provided in subparagraph (A) (ii)) that a spouse reasonably 
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may be expeeted to acquire by bequest or inheritance a share of stock 
to which paragraph (1) applies, then— 

‘‘(j) the statutory peried for the assessment of any deficiency 
attributable to the omission of any amount in respect of such share 
from the gross income of the employee for the taxable year closing 
with his death shall not expire before the expiration of 3 years from 
the date the Secretary or his delegate is notified (in such manner 
as the Secretary or his delegate shall by regulations prescribe) that 
the spouse acquired, or failed to acquire, such share, and 

‘“*(ii) such deficiency may be assessed before the expiration of 
such 3-year period notwithstanding the provisions of any other law 
or rule of law which would otherwise prevent such assessment.” 

(b) The last sentence of subsection (c) of such section 421 is amended to read 
as follows: ‘‘A similar rule shall be applied in the case of a series of such distribu- 
tions and in the case of distributions in respect of stock acquired by a surviving 
spouse in the manner provided in subsection (b) (1) (B).” 

(c) Subsection (d) (4)(B) of such section 421 is amended to read as follows: 

‘*(B) Jornr TENANCY.—The acquisition of a share of stock in the name 
of the employee and another jointly with the right of survivorship or a 
subsequent transfer by the employee (or, after his death, by his surviving 
spouse) of a share of stock into such a joint ownership shall not be 
deemed a disposition, but a termination of such joint ownership (except 
to the extent such employee or such surviving spouse acquires ownership 
of such stock and except in the case of a termination of such joint owner- 
ship by reason of the death of the employee) shall be treated as a dis- 
position occurring at the time such joiiit ownership is terminated.’’ 

(d) Subsection (d)(6)(A) of such section 421 is amended by striking out “and” 
at the end of clause (i), by striking out the period at the end of clause (ii) and 
inserting in lieu thereof’’; and’’, and by adding at the end thereof the following new 
clause: 

“(iii) for purposes of subsection (b)(1)(A), if such person dies 
while owning such stock (including a joint ownership described in 
paragraph (4)(B)), he will be considered as having disposed of such 
stock at the time of his death.” 

(e) Subsection (d)(6)(C) of such section 421 is amended— 

(1) by striking out “held such share at the time of his death,” in clause (i) 
and inserting in lieu thereof ‘‘disposed of such share at the time of his death,”’, 
and 

(2) by striking out “the last sentence of subsection (b)”’ in clause (ii) and 
inserting in lieu thereof ‘‘subsection (b)(3)(A)’’. 

Sec. 2. The amendments made by the first section of this Act shall apply if the 
death of the employee referred to in section 421 of the Internal Revenue Code of 
1954 occurs after December 31, 1958. 


I. SUMMARY OF BILL 


This bill relates to “restricted stock” options where the spread 
between the option price is from 85 to 95 percent of the price of the 
stock on the date the option was granted. In these cases, in general, 
the spread between the option price and the price of the stock at the 
time the option was granted is treated as ordinary income at the time 
of the sale of the stock or at the time of the employee’s death. 

This bill provides that if the stock passes to the surviving spouse, 
the taxation of the ordinary income element is deferred until the 
spouse sells the stock or dies, etc. The stock must actually go to the 
spouse, however, by bequest or inheritance (it can also pass to the 
spouse by surviving in the case of joint ownership) within 15 months of 
the employ ee’s death or if not in this interval the Treasury must be 
given notice within that time that it may go to the spouse and then 
inform the Treasury of the subsequent disposition of the stock. 

This amendment is effective for employees dying in 1959 and later 
years. 

This bill has been reported unanimously by your committee. 


59016°—59 H. Rept., 86-1, vol. 6——40 
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II. GENERAL STATEMENT 


Present law in general provides that where an option granted an 
employee to buy stock qualifies as a “‘restricted stock option,” tax on 
any gain to the employee is postponed until the time he sells the 
stock. If the option price was 95 percent or more of the price of the 
stock at the time of the granting of the option, any gain realized at 
the time of the sale of the stock is a capital gain. Where the option 
price is 85 to 95 percent of the value of the stock at the date of the 
granting of the option, any gain, to the extent of the spread between 
the option price and the price at the date of granting the option, is 
taxed as ordinary income and any additional gain as capital gain. 
Generally, both the ordinary gain and the capital gain in this case 
are taxed when the stock is sold. 

An exception to this general rule as to the time of imposing the tax 
exists, however, in the case of these options involving an ordinary 
income element (that is, in the case of an 85 to 95 percent option) if 
the employee dies after he has purchased the stock but before he has 
sold it. In such cases, the ordinary income element is taxable to the 
decedent employee in his last income tax return. 

This is quite different from the result which obtains where the em- 
ployee died still holding the unexercised option. In such a case if the 
estate exercises the option the ordinary income element is not taxable 
until the stock is disposed of by the estate. 

More important, however, taxing the ordinary income element 
with respect to stock purchased under one of these restricted stock 
options at the time of the death of the employee discriminates against 
the more fortunate employee who enjoys a longer life. This is likely 
to be particularly burdensome where the employ ee was married and 
his estate must supply the principal source of income of his widow. 

In view of these considerations your committee’s bill amends the 
stock option provision (sec. 421) to provide that where the stock 
actually passes to the employee’s surviving spouse, the ordinary 
income element in the stock is not to be taxed until the surviving 
spouse sells (or otherwise disposes of) the stock, or dies. Under the 
bill the stock may pass to the wife by bequest or inheritance or as the 
result of survivorship in the case of joint ownership. 

It was recognized, however, that there would be serious administra- 
tive problems. where the transfer of the stock to the surviving spouse 
was delayed long after the death of the employee. For that reason 
a special limitation was added under which the new rule will not apply, 
unless within 15 months of his death the spouse either received the 
stock or the Treasury Department was notified that the spouse was 
likely to receive the stock after that time and she does so acquire the 
stock. In this latter event the statute of limitations for assessing 
any deficiency arising from omitting this amount from the employee’s 
tax base is to remain open at least until 3 years after the Treasury 
Department is notified, either that the spouse has acquired the stock, 
or has not acquired the stock. 

The value of the stock will, of course, continue to remain in the 
employee’s gross estate for estate tax purposes. However, as in the 
case of the transfer at death of the option itself, this ordinary income 
element in the stock when taxable to the surviving spouse (upon sale, 
death, etc.) can be credited with the portion of any estate tax of the 
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deceased employee which is attributable to the ordinary income 
element in the stock. Technical, conforming amendments are also 
made with respect to the basis of the stock passing to the spouse. 
These amendments are to apply where the death of the employee 
occurs after December 31, 1958. 
This bill is being reported unanimously by your committee. 


III. TECHNICAL EXPLANATION OF BILL, AS REPORTED 


Under present law, if an employee does not dispose of a share of 
stock acquired on his exercise of a restricted stock option within a 
period of 2 years from the date the option was granted and 6 months 
after the transfer of the share to him and if the option price was less 
than 95 percent of the fair market value of the share at the date of 

rant, the difference between the amount paid for the share and the 
esser of (1) the fair market value of the share at the time of dispo- 
sition or death or (2) the fair market value of the share at the time 
the option was granted, is regarded as compensation to the employee 
at the time he disposes of the share or at the time of his death, which- 
ever occurs earlier. The bill, as reported, retains this rule but pro- 
vides an exception when the share of stock is acquired by his surviving 
spouse by bequest or inheritance or by reason of survivorship in the 
case of joint ownership. 

The bill would amend subsection (b) of section 421 by rearrangin 
paragraphs (1) and (2) and by adding new subparagraphs (A) a 
(B) to paragraph (1). The bill also adds new paragraphs (3), (4), 
and (5) to subsection (b). 

Paragraph (1) of subsection (b) retains the same general scheme as 
present law but provides new rules in subparagraphs (A) and (B) 
dealing with the inclusion of the ordinary income element in gross 
income. 

Clause (i) of the new subparagraph (A) provides that the ordinary 
income element is to be included in the gross income of the employee 
in the event of any disposition of the share of stock by him. If, how- 
ever, the employee does not dispose of the share but dies while owning 
such share, clause (ii) requires that the ordinary income element is 
to be included in gross income for the taxable year closing with his 
death unless subparagraph (B) applies to an acquisition of the share 
by his surviving spouse. Thus, the employee will be taxed on the 
ordinary income element if he disposes of the share or if he dies while 
owning such share and subparagraph (B) does not apply. The phrase 
“while owning such share” includes the joint ownership of the share 
with right of survivorship. Hence, the employee will be taxed on the 
ordinary income element if he dies holding the share in such joint 
ownership and his surviving spouse is not one of the coowners. 

Under the provisions of the new subparagraph (B), if the employee 
dies while owning the share and such share is acquired by his surviving 
spouse by reason of survivorship in the case of joint ownership or 
(as provided in par. (5)(A)) by bequest or inheritance, the ordinary 
income element is to be included in her gross income in the event of 
any disposition of such share by her or in the event of her death 
while owning such share. The combined effect of subparagraphs 
(A) and (B) is to defer taxation of the ordinary income element if 
the surviving spouse acquires the share until such share is disposed of 
by the surviving spouse or until her death while owning such share. 
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The surviving spouse is considered as owning at the time of her death 
any share held in joint ownership with another. For the purposes of 
this bill the surviving spouse. retains the status of a surviving spouse 
even though she remarries. However, subparagraph (B) applies only 
in the case of the surviving spouse of the employee to whom the 
option was granted. 

In order for section 421(b)(1)(B) to apply the surviving spouse must 
in fact acquire the share of stock. It is not necessary that the surviv- 
ing spouse hold the share in joint ownership with the employee or that 
u = ific bequest of the share is made to her in order for subsection 
(b)(1)(B) to apply as long as she actually receives the share. For 
saan: she may receive the share by virtue of the laws of intestacy 
or as a residuary legatee of the employee’s estate. On the other hand, 
although the share ‘of stock is specifically bequeathed to the surviving 
spouse or although she is a residuary legatee under the terms of the 
employee’s will and the share of stock is a part of the residuary legacy, 
the provisions of subsection (b)(1)(B) will not apply if she does not 
actually receive the share because, for example, such share is sold by 
the estate to satisfy the debts of the decedent. Furthermore, the 
surviving spouse must acquire a full and unconditional interest in the 
share. Thus, the surviving spouse will not be considered to have 
acquired within the meaning of subsection (b)(1)(B) a share of stock 
in which she has only a life estate or in which she has only a remainder 
interest. However, since the surviving spouse may transfer such 
share into joint ownership with another without such transfer being 
considered a disposition of the share, the surviving spouse will have 
acquired the share within the meaning of subsection (b)(1)(B) when 
it is bequeathed to the surviving spouse and another jointly with the 
right of survivorship, and they do so acquire it. Moreover, although 
the surviving spouse actually receives the share of stock, such surviving 
spouse will not be considered as having acquired such share by bequest 
or inheritance if such share is distributed to her in satisfaction of a 
specific monetary bequest. 

Paragraph (2) of subsection (b) provides the rules for determining 
the amount of the ordinary income item required to be included in 
gross income under paragraph (1). The only change in present law 
made by this paragraph is the addition of a reference to the death of 
the surviving spouse. 

The bill adds a new paragraph (3) to subsection (b) which provides 
certain basic rules in the case of a share of stock acquired upon the 
exercise of a restricted stock option. Subparagraph (A) of the new 
paragraph (3) provides that if paragraph (1)(A) applies to any dispo- 
sition of a share by the employee, the basis of the share at the time of 
disposition is increased by an amount equal to the amount includible 
in his gross income by reason of such disposition. In the event of 
disposition of the share by the surviving spouse, however, certain 
adjustments to the basis of the share are necessary since the share of 
stock acquires a new basis under section 1014(a) upon the death of the 
employee. Clause (i) of subparagraph (B) provides that the basis of 
the share in the hands of the surviving spouse at the time of disposition 
shall be reduced by the excess (if any) of the amount which would 
have been taxable as ordinary income to the employee if he had 
disposed of such share at the time he died over the amount actually 
taxed as ordinary income. On the other hand, clause (ii) of sub- 
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paragraph (B) provides that the basis of the share shall be increased 
to the extent that the amount includible in the gross income of the 
surviving spouse exceeds the amount which would have been taxable 
as ordinary income to the employee if he had disposed of such share 
at the time he died. 

The operation of paragraphs (1), (2), and (3) may be illustrated by 
the following examples in which it is assumed that the option price is 
$85, the fair market value of the share at the date of grant is $100, the 
basis of the stock under section 1014(a) is based upon the value of the 
stock at the employee’s death, and the surviving spouse acquires the 
share in the manner described in paragraph (1)(B): 

Example (1).—The value of the stock at the date of the employee’s 
death is $120, and the surviving spouse disposes of the stock when its 
value is $130. The surviving spouse is required to include $15 in her 
gross income. Since $15 would have been includible in the gross in- 
come of the employee if he had disposed of the stock at the time of 
his death, the rules of paragraph (3)(B) do not apply in this situation. 
Accordingly, her basis for the share of stock is $120, and she realizes 
a capital gain of $10. 

Example (2).—The value of the stock at the date of the employee’s 
death is $110 and the surviving spouse disposes of the stock when its 
value is $95. The surviving spouse is required to include $10 in her 
gross income. If the employee had disposed of the stock at the time of 
his death, $15 would have been includible in his gross income. Since 
such amount exceeds by $5 the amount which the surviving spouse is 
required to include in her gross income, paragraph (3)(B)(i) applies, 
and the basis otherwise determined ($110) must be reduced by $5. 
Accordingly, her basis for the share of stock is $105, and she realizes 
a capital loss of $10. 

Example (3).—The value of the stock at the date of the employee’s 
death is $100, and the surviving spouse disposes of the stock when its 
value is $80. The surviving spouse is not required to include any 
amount in her gross income. If the employee had disposed of the 
stock at the time of his death, $15 would have been includible in his 
grossincome. Since such amount exceeds by $15 the amount which the 
surviving spouse is required to include in her gross income, paragraph 
(3)(B)(i) applies, and the basis otherwise determined ($100) must be 
reduced by $15. Accordingly, her basis for the share of stock is $85, 
and she realizes a capital loss of $5. 

Example (4).—The value of the stock at the date of the employee’s 
death is $95, and the surviving spouse disposes of the stock when its 
value is $110. The surviving spouse is required to include $15 in her 
gross income. If the employee had disposed of the stock at the time 
of his death, $10 would have been includible in his gross income. 
Since the amount required to be included in the gross income of the 
surviving spouse exceeds by $5 the amount which would have been 
includible in the gross income of the employee, paragraph (3)(B)(ii) 
applies, and the basis otherwise determined ($95) must be increased 
by $5. Accordingly, her basis for the share of stock is $100, and she 
realizes a capital gain of $10. 

Example (5).—The value of the stock at the date of the employee’s 
death is $80, and the surviving spouse disposes of the stock when its 
value is $100. The surviving spouse is required to include $15 in her 
gross income. If the employee had disposed of the stock at the time 
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of his death, he would not have been required to include any amount 
in gross income. Since the amount required to be included in the 
gross income of the surviving spouse exceeds by $15 the amount which 
would have been includible in the gross income of the employee, 
paragraph (3)(B)(ii) applies, and the basis otherwise determined ($80) 
must be increased by $15. Accordingly, her basis for the share of 
stock is $95, and she realized a capital gain of $5. 

A new paragraph (4) would be added to subsection (b) which allows 
the surviving spouse a deduction for the amount of estate tax attrib- 
utable to the inclusion in the taxable estate of the deceased employee 
of the excess (if any) of the fair market value of the share of stock at 
the time of the employee’s death over the price paid for such share. 
For this purpose, the deduction is determined under section 691(c) 
as if such excess were an item of gross income in respect of the decedent 
under section 691 and as if the amount includible in gross income 
under subsection (b) were an amount included in gross income under 
section 691 in respect of such item of gross income. For example, if 
the market value of a share of stock to which subsection (b)(1)(B) 
applies is $115 on the date the employee dies, the amount paid for 
the share is $85, and the surviving spouse sells the share for $100, 
the difference between the market value of the share on the date of 
the employee’s death ($115) and the price paid for the share ($85), 
or $30, represents an item of gross income in respect of a decedent 
under section 691 for purposes of subsection (b)(4). The $15 includible 
in the gross income of the surviving spouse is treated as if it were an 
amount included in gross income under section 691 in respect of the 
$30 item of income in respect of the decedent. 

Paragraph (5)(A) provides that a surviving spouse does not acquire 
a share of stock by bequest or inheritance in accordance with para- 
graph (1)(B) unless (1) on or before the last day of the 15th month 
after the date of the death of the employee, the spouse so acquires 
such share, or the Secretary or his delegate is notified (in such manner 
as the Secretary or his delegate shall be regulations prescribe) that 
the spouse reasonably may be expected to so acquire such share, and 
(2) if notice is given to the Secretary of his delegate, the spouse does 
so acquire such share after such last day. Subparagraph (B) of such 
paragraph provides that, if the Secretary or his delegate is notified 
(as provided in subparagraph (A) (ii)) that a spouse reasonably may 
be expected to acquire by Seton or inheritance a share of stock to 
which paragraph (1) applies, then the statutory period for the assess- 
ment of any deficiency attributable tothe omission of any amount in 
respect of such share from the gross income of the employee for the 
taxable year closing with his death shall not expire before the expira- 
tion of 3 years from the date the Secretary or his delegate is notified 
(in such manner as the Secretary or his delegate shall by regulations 
prescribe) that the spouse acquired, or failed to acquire, such share, 
and such deficiency may be assessed before the expiration of such 
3-year period notwithstanding the provisions of any other law or rule 
of law which would otherwise prevent such assessment. Thus, 
if the Secretary or his delegate never receives the notification that 
the spouse acquired, or failed to acquire, the share of stock, the statu- 
tory period for the assessment of any deficienc attributable to the 
omission of any amount in respect of such share from the gross income 
of the employee for the taxable year closing with his death will not 
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expire so that, if the spouse does not acquire the share of stock, any 
such deficiency may be assessed at any time. 

Subsection (d)(4)(B) of present law provides that the acquisition of 
a share of stock in the name of the employee and another jointly with 
the right of survivorship or a subsequent transfer of a share of stock 
into such joint ownership shall not be deemed a disposition but that a 
termination of such joint tenancy shall be treated as a disposition by 
him oceurring at the time such joint tenancy is terminated, except to 
the extent that he acquires ownership of such stock. The bill would 
amend subsection (d)(4)(B) to allow the surviving spouse to transfer 
the share into joint ownership with another without such transfer 
being treated as a disposition. Thus, the surviving spouse may trans- 
fer such share into such joint ownership with one or more of her chil- 
dren or her spouse if she should remarry. Similarly, a termination 
of such joint ownership will not be deemed a disposition to the extent 
that the surviving spouse acquires ownership of the share. However, 
any other termination of such joint ownership will be treated as a 
disposition of the share by the surviving spouse occurring at the time 
such joint ownership is terminated. Subsection (b)(1)(B) defers 
taxation of the ordinary income element if the surviving spouse 
acquires the share by reason of survivorship in the case of joint owner- 
ship. Therefore, the bill also would amend subsection (d)(4)(B) to 
provide that a termination of joint ownership by reason of the death 
of the employee will not be deemed a disposition. The employee will 
be taxed on the ordinary income element, however, if he dies holding 
the share in joint ownership and his surviving spouse is not one of the 
coowners, since such death is the taxable event under subsection 
(b)(1) (A). 

Subsection (c) of present law provides that if stock is received by 
an individual in a distribution to which section 305, 354, 355, 356, or 
1036 or so much of section 1031 as relates to section 1036, applies 
and such distribution was made with respect to stock transferred to 
him upon his exercise of the option, such stock shall be considered as 
having been transferred to him on his exercise of such option, and that 
a similar rule shall be applied in the case of a series of such distributions. 
The bill would amend the last sentence of subsection (c) to provide a 
similar rule in the case of distributions in respect of stock acquired by 
the surviving spouse in the manner provided in subsection (b)(1)(B). 

If a restricted stock option is not exercised by the employee before 
he dies and his estate or the person who acquires the option by bequest, 
inheritance, or by reason of the death of the decedent exercises such 
option, section 421(d)(6)(A) of existing law provides, in general, that 
the provisions of section 421 will apply to the same extent as if the op- 
tion had been exercised by the decedent. However, a new clause (ili) 
would be added to subsection (d)(6)(A) so that if a person acquires 
the option in a manner described in subsection (d)(6)(A), exercises 
it and dies while owning the stock, he will be considered as having 
disposed of such stock at the time of his death. The phrase “while 
owning such stock” includes joint ownership described in section 
421(d)(4)(B). Thus, if the employee’s son exercises the option and 
dies while owning a share of stock so acquired, the ordinary income 
element (if any) will be included in gross income for the taxable year 
ending with the date of his death even though his surviving spouse 
acquires such share by bequest or inheritance or by reason of survivor- 
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ship in the case of joint ownership. The same result is obtained if 
the surviving spouse of the employee to whom the option was granted 
exercises such option subsequent to the death of the employee. 

Subsection (d)(6)(C) of present law provides certain basis rules 
which apply in the case of stock acquired upon the exercise of a re- 
stricted stock option by the estate of the employee or by a person who 
acquired the right to exercise such option by bequest or inheritance 
or by reason of the death of the employee. The adjustments to 
basis provided by subparagr aph (C) are in part determined by refer- 
ence to the amount of ordinary income which would have been includ- 
ible in gross income under subsection (b) if the employee had exercised 
the option and held such share at the time of his death. Since under 
the bill an employee may die holding a share of stock and not be 
taxed on the ordinary income element, it was necessary to amend 
clause (i) of subparacraph (C) by striking out “held such share at the 
time of his death” and inserting in lieu thereof “disposed of such 
share at the time of his death’. Clause (ii) of subparagraph (C) has 
also been amended by striking out the phrase “the last sentence of 
subsection (b)’”’ and inserting in lieu thereof ‘‘subsection (b)(3)(A)”. 
Such change is necessary in view of the amendments to subsection (b) 
made by the bill. The amendments to subparagraph (C) are con- 
forming in nature and in no way affect present law. 

The amendments made by this bill would apply if the death of the 
employee referred to in section 421 occurs after December 31, 1958. 


IV. CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as intro- 
duced, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 


SECTION 421 OF THE INTERNAL REVENUE CODE OF 1954 


SEC, 421. EMPLOYEE STOCK OPTIONS. 

(a) TREATMENT OF RestrRictep Srock Options.—* * * 

[(b) Spectra, Rute Wuere Option Price Is Between 85 PERCENT 
AND 95 Percent or VALvuE or Stocx.—If no disposition of a share of 
stock acquired by an individual on his exercise after 1949 of a restricted 
stock option is made by him within 2 years from the date of the grant- 
ing of the option nor within 6 months after the transfer of such share 
to him, but, at the time the restricted stock option was granted, the 
option price (computed under subparagraph (d) (1) (A)) was less 
than 95 percent of the fair market value at such time of such share, 
then, in the event of any disposition of such share by him, or in the 
event of his death (whenever occurring) while owning such share, 
there shall be included as compensation (and not as gain upon the 
sale or exchange of a capital asset) in his gross income, for the taxable 
year in which falls the date of such disposition or for the taxable year 
closing with his death, whichever applies— 

[(1) in the case of a share of stock acquired under an option 
qualifying under clause (i) of subparagraph (d) (1) (A), an amount 
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equal to the amount (if any) by which the option price is exceeded 
by the lesser of— 

[(A) the fair market value of the share at the time of 
such disposition or death, or 

((B) the fair market value of the share at the time the 
option was granted; or 

[(2) in the case of stock acquired under an option qualifying 
under clause (ii) of subparagraph (d) (1) (A), an amount equal 
to the lesser of— 

[(A) the excess of the fair market value of the share at 
the time of such disposition or death over the price paid 
under the option, or 

[(B) the excess of the fair market value of the share at 
the time the option was granted over the option price (com- 
puted as if the option had been exercised at such time). 

In the case of the disposition of such share by the individual, the basis 
of the share in his hands at the time of such disposition shall be in- 
creased by an amount equal to the amount so includible in his gross 
income. ] 

(6) Speciat Routes Wuere Oprion Price Ils Between 85 Per- 
cENT AND 95 Percent or VaAtue or Stock.— 

(1) TREATMENT AS ORDINARY INCOME.—I} no disposition of a 
share of stock acquired by an individual on his exercise after 1949 
of a restricted stock option is made by him within 2 years from the 
date of the granting of the option nor within 6 months after the trans- 
fer of such share to him, but, at the time the restricted stock option 
was granted, the option price (computed under subsection (d)(1)(A) 
was less than 95 percent of the fair market value at such time of such 
share, then— 

(A) in the event of any disposition of such share by him be- 
fore he dies, or 

(B) if he dies while owning such share, in the event of any 
disposition of such share by the estate of the decedent or by a 
person who acquired such share by bequest or inheritance or by 
reason of the death of the decedent, 

there shall be included as compensation (and not as gain upon the 
sale or exchange of a capital asset) in gross income for the taxable 
year in which falls the date of such disposition the amount specified 
an paragraph (2). 

_ (2) Amounr or 1rEm.—The amount referred to in paragraph (1) 
se 

(A) in the case of a share of stock acquired under an option 
qualifying under clause (i) of subsection (d)(1)(A), an amount 
equal to the amount (if any) by which the option price is ex- 
ceeded by the lesser of— 

(i) the fair market value of the share at the time of dis- 
position, or 

(ii) the fair market value of the share at the time the 
option was granted; or 

(B) wn the case of stock acquired under an option qualifying 
under clause (ii) of subsection (d)(1)(A), an amount equal to 
the lesser of— 

(i) the excess of the fair market value of the share at the 
tume of disposition over the price paid under the option, or 
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(ii) the excess of the fair market value of the share at the 
time the option was granted over the option price (com- 
puted as if the option had been exercised at such time). 

(3) Basis.— 

(A) If paragraph (1)(A) applies, the basis of the share in 
the hands of the individual at the time of disposition shall be 
increased by an amount equal to the amount includible in his 
gross income by reason of such disposition. 

(B) If paragraph (1)(B) applies, the basis of the share in 
the hands of the person referred to in such or aph— 

(t) shall be reduced by the excess (if any) of the amount, 
which would have been includible in the gross income of 
the employee under this subsection if he had not died but 
had disposed of such share at the time he died, over the 
amount which is includible in gross income under this 
subsection, or 

(ii) shall be increased to the extent (if any) that the 
amount includible in gross income under this subsection 
exceeds the amount which would have been includible in 
the gross income of the employee under this subsection if 
‘ nd died but had disposed of such share at the time 

e die 
(4) Depucrion ror EstarE TAx.—Subsection (d)(6)(B) shall 
apply in respect of a share to which paragraph (1)(B) of this sub- 
section applies in the same manner and to the same extent as such 
subsection (d)(6)(B) applies in respect of a restricted stock option. 


* »~ * * * * 7 
(d) Derinitions.—For purposes of this section— 
(1) RestTRICTED STOCK OPTION.— * * * 
* * * * * * * 


(4) Disposition.— 

(A) GENERAL RULE.— * * * 

(B) Joint Tenancy.—The acquisition of a share of stock 
in the name of the employee and another jointly with the 
right of survivorship or a subsequent transfer of a share of 
stock into such joint ownership shall not be deemed a dis- 
position, but a termination of such joint tenancy (except to 
the extent such employee acquires ownership of such stock) 
shall be treated as a disposition by him occurring at the time 
such joint tenancy is terminated. The preceding sentence 
shall not apply in the case of a termination of such joint tenancy 
by reason of the death of the employee; but for purposes of sub- 
section (6) the survivor shall be treated as having acquired such 
share by reason of the death of the decedent. 


* * * * BS * 


(6) EXERCISE BY ESTATE.— 
(A) IN GENERAL.—* * *, 
x * * * * 7 * 


(C) Basis or sHARES ACQUIRED.—In the case of a share 
of stock acquired by the exercise of an option to which 
subparagrap h (A) applies— 

(i) the basis of such share shall include so much of the 
basis of the option as is attributable to such share; 
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except that the basis of such share shall be reduced by 
the excess (if any) of the amount, which would have 
been includible in gross income under subscction (b) if 
the employee had exercised the option and [held] sold 
such share at the time of his death, over the amount 
which is includible in gross income under subsection 
(>); and 

(ii) [the last sentence of subsection (b)] subsection 
(sya) shall apply only to the extent that the amount 
includible in gross income under such subsection ex- 
ceeds so much of the basis of the option as is attributable 
to such share. 

O 
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86TH CONGRESS HOUSE OF REPRESENTATIVES REPORT 
1st Session No. 986 


ABRAHAM LINCOLN BIRTHPLACE NATIONAL HISTORIC 
SITE, HODGENVILLE, KY. 


Avuaust 24, 1959.—Referred to the House Calendar and ordered to be printed 


Mrs. Prost, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany H.R. 5764! 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H.R. 5764) to change the name of the Abraham 
Lincoln National Historical Park at Hodgenville, Ky., to Abraham 
Lincoln’s Birthplace, and for other purposes, having considered the 
same, report favorably thereon with amendments and recommend 
that the bill as amended do pass. 

The amendments are as follows: 

Page 1, lines 4 and 5, strike out the words “Abraham Lincoln’s 
Birthplace,” and insert in lieu thereof the words “Abraham Lincoln 
Birthplace National Historic Site,”’. 

Page 1, lines 9 and 10, strike out the words “Abraham Lincoln’s 
Birthplace.”’ and insert in lieu thereof the words “Abraham Lincoln 
Birthplace National Historic Site.” 

Amend the title so as to read: 


A bill to change the name of the Abraham Lincoln National 
Historical Park at Hodgenville, Ky., to Abraham Lincoln 
Birthplace National Historic Site. 


PURPOSE 


H.R. 5764, as amended, changes the name of the Abraham Linclon 
National Historical Park at Hodgenville, Ky., to Abraham Lincoln 
Birthplace National Historical Site. The proposed name is more 
accurately descriptive of the background and purpose of the establish- 
ment than the present designation. 
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NEED 


Abraham Lincoln was born February 12, 1809, on a farm in Hardin 
County, Ky., at a site now located within Larue County several miles 
from the county seat at Hodgenville, Ky. 

The act of July 17, 1916 (39 Stat. 385), established Lincoln’s birth- 
place as the Abraham Lincoln National Park. The designation of the 
park was changed to the Abraham Lincoln National Historical Park 
by the act of August 11, 1939 (53 Stat. 1405). 

The sponsors of H.R. 5764 desire to have this unit of the national 
park system designated as Abraham Lincoln’s Birthplace to distinguish 
it from other parks and shrines memorializing other phases of Abraham 
Lincoln’s life. This objective is aeuahel yy H.R. 5764 as 
amended by the committee to adopt a term that conforms with the 
uniform classification system established by the National Park Service 
for units of the national park system. 


COST 


Enactment of H.R. 5764 would involve no cost to the Government. 


DEPARTMENTAL RECOMMENDATIONS 


The Department of the Interior recommended the enactment of 
H.R. 5764 with an amendment which has been adopted by the 
committee. The Department’s report follows: 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., June 9, 1959. 
Hon. Wayne N. AsPINALL, 


Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, 
Washington, D.C. 

Dear Mr. Aspinatt: Your committee has requested a report on 
H.R. 5764, a bill to change the name of the Abraham Lincoln National 
Historical Park at Hodgenville, Ky, to Abraham Lincoln’s Birthplace, 
and for other purposes. 

We recommend the enactment of H.R. 5764, if amended as sug- 
gested below. 

The purpose of this bill, as stated in the title, is to change the name 
of the Abraham Lincoln National Historical Park at Hodgenville, 
Ky, to a more descriptive one, that of Abraham Lincoln’s Birthplace. 

The National Park Service has drawn up a classification list of the 
various areas which it administers, giving each a uniform administra- 
tive title which will better reflect the type of area involved. When- 
ever possible this Department has recommended changes of name to 
reflect this classification system. Ultimately it is desired that this 
system will cover all areas administered by the Park Service so that 
each area name will reflect and indicate the type of area administered. 

While the proposed change of name in H.R. 5764 does more clearly 
identify Lincoln’s association with the area, it does not reflect the 
type of area involved, nor does the existing name. 

We suggest, therefore, that the bill be amended by striking the 
words ‘Abraham Lincoln’s Birthplace” wherever they appear in the 
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bill, and by inserting in their place the following words, “Abraham 
Lincoln Birthplace National Historic Site.” 
The Bureau of the Budget has advised that there is no objection 
to the submission of this report to your committee. 
Sincerely yours, 
Rocer Ernst, 
Assistant Secretary of the Interior. 


COMMITTEE RECOMMENDATION 


The Committee on Interior and Insular Affairs recommends the 
enactment of H.R. 5764, as amended. 


O 











86TH CONGRESS HOUSE OF REPRESENTATIVES REPORT 
1st Session No. 988 





TO EXTEND THE JURISDICTION OF THE DOMESTIC RELATIONS 
BRANCH IN THE MUNICIPAL COURT FOR THE DISTRICT OF 
COLUMBIA TO COVER THE ADJUDICATION OF PROPERTY RIGHTS 
IN CERTAIN ACTIONS ARISING IN THE DISTRICT OF COLUMBIA 


Avuaust 24, 1959.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. McMittan, from the Committee on the District of Columbia, 
submitted the following 


REPORT 


[To accompany 8. 1372] 


The Committee on the District of Columbia, to whom was referred 
the bill (S. 1372) to extend the jurisdiction of the domestic relations 
branch in the municipal court for the District of Columbia to cover 
the adjudication of property rights in certain actions arising in the 
District of Columbia, having considered the same, report favorably 
thereon without amendment and recommend that the bill S. 1372 do 
pass. 

The purpose of this bill is to clarify and define the authority of the 
domestic relations branch in the municipal court to adjudicate the 
interests of husband and wife in personal and real property in the 
District of Columbia, in all actions coming before the domestic rela- 
tions branch, other than proceedings in adoption. 

The jurisdiction of this branch is set forth in section 105 of the act 
entitled “An act to establish a domestic relations branch in the 
municipal court for the District of Columbia, and for other purposes,” 
approved April 11, 1956, as follows: 


JURISDICTION OF Domestic Re.ations Brancu.—The 
domestic relations branch and each judge sitting therein 
shall have exclusive jurisdiction over all actions for divorce 
from the bond of marriage and legal separation from bed 
and board, including proceedings incidental to such actions 
for alimony, pendente lite and permanent, and for support 
and custody of minor children; applications for revocation 
of divorce from bed and board; civil actions to enforce sup- 
port of minor children; civil actions to enforce support of 
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wife; actions seeking custody of minor children; actions to 
declare marriages void; actions to declare marriages valid; 
actions for annulments of marriage; and proceedings in 
adoption. 


Since some members of the court have expressed concern as to 
whether the domestic relations branch in the municipal court has 
jurisdiction in these matters relating to the adjudication of property 
rights, your committee feels that it is desirable to resolve this doubt 
by specifically conferring jurisdiction upon the court. 

This legislation has the approval of the Commissioners of the Dis- 
trict of Columbia. 


CHANGES IN EXISTING LAW 


In compliance with paragraph 3 of rule XIII of the Rules of the 
House of Representatives, changes in existing law made by the bill, as 
introduced, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 


(70 Strat. 111) 


Sec. 105. Junispiction oF Domestic Retations Brancu.—The 
Domestic Relations Branch and each judge sitting therein shall have 
exclusive jurisdiction over all actions for divorce from the bond of 
marriage and legal separation from bed and board, including proceed- 
ings incidental to such actions for alimony, pendente lite and perma- 
nent, and for support and custody of minor children; applications for 
revocation of divorce from bed and board; civil actions to enforce sup- 
port of minor children; civil actions to enforce support of wife; actions 
seeking custody of minor children; actions to declare marriages void; 
actions to declare marriages valid; actions for annulments of marriage; 
determinations and adjudications of property rights, both real and per- 
sonal, in any action hereinabove referred to in this section, irrespective of 
any jurisdictional limitation imposed on the municipal court for the 
District of Columbia; and proceedings in adoption. 

Nothing in this Act shall be construed to divest the United States 
District Court for the District of Columbia of jurisdiction and power 
to consider, and to enter and enforce judgments, orders, and decrees in 
any such action, application or proceeding filed in such court prior to 
the effective date of this section to the same extent as if this Act had 
not been enacted. 


O 
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86TH CONGRESS ' HOUSE OF REPRESENTATIVES { REPoRT 


GREAT LAKES VESSELS 
Avcust 24, 1959.—Ordered to be printed 


Mr. Grorcs P. Miter, from the committee of conference, submitted 
the following 


CONFERENCE REPORT 


[To accompany H.R. 4002] 


The committee of conference on the disagreeing votes of the two 
Houses on the amendment of the Senate to the bill (H.R. 4002) to 
authorize the use of Great Lakes vessels on the oceans, having met, 
after full and free conference, have agreed to recommend and do 
recommend to their respective Houses as follows: 

That the House recede from its disagreement to the amendment of 
the Senate and agree to the same with an amendment as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: 


That, notwithstanding the provisions of the Merchant Ship Sales Act of 
1946, as amended (60 Stat. 41, 50 U.S.C. 1735, as amended by Public 
Law 856, Eighty-first Congress), and contracts executed thereunder, 
vessels purchased from the United States for exclusive use on the Great 
Lakes, including the Saint Lawrence River and Gulf, and their connecting 
waterways, may be operated in any trades and in any manner permitted 
to other vessels documented under the laws of the United States. 
And the Senate agree to the same. 


Grorce P. MILER, 
Hersert C. Bonner, 
THomas LupLtow ASHLEY, 
Tuor C. To.ierson, 
W. S. MarLurarp, 

Managers on the Part of the House. 
Cuiatr ENGLE, 
E. L. Barriers, 
JoHN M. Butter, 

Managers on the Part of the Senate. 
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STATEMENT OF THE MANAGERS ON THE PART OF THE 
HOUSE 


The managers on the part of the House at the conference on the 
disagreeing votes of the two Houses on the amendment of the Senate 
to the bill (H.R. 4002) to authorize the use of Great Lakes vessels on 
the oceans, submit the following statement in explanation of the 
effect of the action agreed upon by the conferees and recommended 
in the accompanying conference report: 


AMENDMENT OF THE SENATE TO THE BILL H.R. 4002 


The House bill permitted vessels purchased from the United States 
for exclusive use on the Great Lakes (including the St. Lawrence River 
and gulf) and their connecting waterways to be operated in any trades 
and any manner permitted other vessels documented under the laws 
of the United States notwithstanding the Merchant Ship Sales Act 
of 1946. 

The Senate amendment which struck all after the enacting clause 
adopted provisions substantially the same as the House bill as title I 
and added as title II a prohibition against the issuance of any ticket 
or pass for free or reduced rate of transportation to any official or 
employee of the U.S. Government or any member of their family 
traveling on a ship sailing under the American flag in foreign com- 
merce or in commerce between the United States and its Territories 
or possessions, with certain exceptions. The Senate amendment 
provided a penalty for violation of title II. 

The managers on the part of the House disagreed with title II of the 
Senate amendment on the grounds that it is not germane to the bill. 
Moreover, the proposed provision is both extremely broad and com- 
plicated in its scope. _ Its effect on existing law and existing procedures 
and practices within the various Government departments which 
would be affected is unknown. A bill (S. 1114) is presently pending 
before the Senate Interstate and Foreign Commerce Committee which 
is intended to cover the objectives of the amendment. A similar bill 
(H.R. 4945) is pending before the Committee on Merchant Marine 
and Fisheries in the House. Departmental reports on the House bill 
point to numerous difficulties which would arise if the bill were enacted 
as proposed by this Senate amendment. If the objectives of the 
amendment are desirable, they should be appropriately considered 
after full hearings to determine the need for corrective legislation. 

The conference agreement retains the provisions of the House bill 
without change and does not contain any provisions comparable to 
title II as added by the Senate amendment. 

Geroren P. Miter, 
Hereert C. Bonner, 
THomas Luptow ASHLEY, 
Tuor C. ToLuErson 
’ 
W. S. Maruurarp, 
Managers on the Part of the House. 
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UNLIMITED DEDUCTION FOR CHARITABLE 
CONTRIBUTIONS 





Auaust 24, 1959.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Mitts, from the Committee on Ways and Means, submitted the 
following 


REPORT 


[To accompany H.R. 6779] 


The Committee on Ways and Means, to whom was referred the bill 
(H.R. 6779) to amend section 170 of the Internal Revenue Code of 
1954 (relating to the unlimited deduction for charitable contributions 
for certain individuals), having considered the same, report favorably 
thereon with an amendment and recommend that the bill as amended 
do pass. 

The amendment is as follows: 

Strike out all after the enacting clause and insert: 


That section 170(b)(1)(C) of the Internal Revenue Code of 1954 (relating to the 
unlimited deduction for charitable contributions by certain individuals) is 
amended by striking out ‘‘In lieu of the amount of income tax paid during any 
such year,” and inserting in lieu thereof the following: ‘‘For purposes of this sub- 
paragraph, if the sum of the charitable contributions and the income taxes paid 
during the taxable years in any period of two consecutive taxable years within 
such 10 preceding taxable years exceeds 90 percent of the sum of the taxpaver’s 
taxable incomes for such two consecutive taxable years, and if the sum of the 
charitable contributious and the income tax so paid during each such consecutive 
year exceeds 75 percent of the taxpayer's taxable income for such year, the 90 
percent test shall be considered satisfied with respect to both such consecutive 
taxable years; but no taxable year shall be included in more than one period of 
two consecutive taxable years. In applying the preceding sentences of this sub- 
paragraph, in lieu of the amount of income tax paid during any taxable year,”’. 

Sec. 2. The amendment made by the first section of this Act shall apply in 
respect of deductions allowable under section 170 of the Internal Revenue Code 
of 1954 for taxable years beginning after December 31, 1956; but no credit shall 
be allowed, nor any refund made, in respect of anv overpayment resulting from 
such amendment for any taxable year beginning before January 1, 1959. 


84006 











2 UNLIMITED DEDUCTION FOR CHARITABLE CONTRIBUTIONS 


I, SUMMARY OF BILL 


Under present law the unlimited charitable contribution deduction 
in general is available where in the last 10 years the charitable contri- 
butions and income taxes paid by an individual equal 90 percent of 
his taxable income (with certain modifications) in each of 8 years. 
This bill provides that this 90-percent test will be considered as satis- 
fied for each of any 2 consecutive years where it is met on the basis of 
the average of contributions, taxes, and income in the 2-year period. 
However, the charitable contributions and taxes in each of these 2 
years must represent at least 75 percent of the income of that year. 

This amendment is to be effective for the calendar year 1957 and 
subsequent years, but no refunds or credits are to be paid as a result 
of this change for any year prior to the calendar year 1959. 

This bill has been reported unanimously by your committee. 


II. GENERAL STATEMENT 


Under present law the charitable contribution deduction of an 
individual generally is limited to 20 percent of the taxpayer’s adjusted 
gross income, although in the case of contributions to churches, 
schools and colleges, and hospitals the limitation is 30 percent instead 
of 20 percent. However, in addition to this, a deduction for charitable 
contributions without limitation also is allowed where certain con- 
ditions are met. 

Before an individual is eligible for the unlimited charitable con- 
tribution, however, he must establish that he has for an extended 
period of time giv en the bulk of his income to chari itv or to the Govern- 
ment in the form of taxes. More specifically, to be eligible for the 
unlimited charitable deduction he must in the current year and in 8 
out of 10 of the preceding years have given 90 percent of his taxable 
income to charity or to the Federal Government in the form of income 
taxes. (For this purpose taxable income is relatively large since it is 
computed without regard to charitable contributions, personal ex- 
emptions, or any net operating loss carryback to the year in question.) 

Last year in the Technical Changes Act of 1958, Congress recog- 
nized the restrictive nature of the present rules and provided an ex- 
ception to the general rules set forth above. It provided that in 
determining whether the 90-percent test was made income taxes could 
be attributed to the year in which they were incurred rather than the 
year in which they were paid With respect to that change one of the 
committee reports indicated it was made because it was believed un- 
fortunate to deny the benefits of the unlimited charitable contribution 
deduction merely on the grounds of the timing of the income-tax 
pavments. 

This bill also is concerned with the question of timing, but in this 
case it is the timing of the charitable contributions. Cases have 
been called to the attention of your committee where the taxpayers 
did not qualify for the unlimited charitable contribution deductions 
because of year-to-year fluctuations in the charitable contributions 
even though i in 8 out of the last 10 years more than three-quarters of 
their income went to charity or for taxes, and even though the 90- 
percent test would have been met if it were computed on the basis of 
the average charitable contributions and taxes paid in 2-year periods. 
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Your committee believes that in cases of this type the individual 
has clearly given the bulk of his income to charity and for taxes and, 
therefore, it is unfortunate to deny the benefit of the unlimited chari- 
table contribution deduction merely because of year-to-year variations 
in the charitable contributions. Therefore, it has added a sentence 
to the rules relating to the unlimited charitable contributions deduc- 
tion providing that the 90-percent test is to be considered as met for 
any 2 consecutive years if the total of the charitable contributions 
and taxes for the 2-year period meet the 90-percent test. In addition, 
however, in each of the 2 years the charitable contributions and taxes 
must represent 75 percent of the taxable income (before charitable 
contributions, personal exemptions, or net operating loss carryovers) 
and no one year may be included in more than one 2-year period. 

This change is to be effective for years beginning after December 31, 
1956. However, no credits or refunds are to be paid as a result of 
this change for any years beginning before January 1, 1959. 

This bill is being reported unanimously by your committee. 


III. CHANGES IN. EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as intro- 
duced, are shown as follows (new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


SECTION 170 OF THE INTERNAL REVENUE CODE OF 1954 


SEC. 170. CHARITABLE ETC., CONTRIBUTIONS AND GIFTS. 
(a) ALLOWANCE oF DepucTION.— 

(1) GENERAL RULE.—There shall be allowed as a deduction 
any charitable contribution (as defined in subsection (c)) pay- 
ment of which is made within the taxable year. A charitable 
contribution shall be allowable as a deduction only if verified 
under regulations prescribed by the Secretary or his delegate. 

* & * * i 


(b) Limrtations.— 

(1) Inptvipvats:—In the case of an individual the deduction 
provided in subsection (a) shall be limited as provided in sub- 
paragraphs (A), (B), (C), and (D). 

(A) SpecraL ruLE.—Any charitable contribution to— 
(i) a church or a convention or association of churches, 
(ii) an educational organization referred to in sec- 
tion 503(b)(2), or 
(iii) a hospital referred to in section 503(b)(5) or to a 
medical research organization (referred to in section 
503(b)(5)) directly engaged in the continuous active 
conduct of medical research in conjunction with a 
hospital, if during the calendar year in which the con- 
tribution is made such organization is committed to 
spend such contributions for such research before Janu- 
ary 1 of the fifth calendar year which begins after the 
date such contribution is made, 
shall be allowed to the extent that the aggregate of such con- 
tributions does not exceed 10 percent of the taxpayer’s ad- 
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justed gross income computed without regard to any net 
operating loss carryback to the taxable year under sec- 
tion 172. 

(B) GENERAL LIMITATION.—The total deductions under 
subsection (a) for any taxable year shall not exceed 20 per- 
cent of the taxpayer’s adjusted gross income computed 
without regard to any net operating loss carryback to the 
taxable year under section 172. For purposes of this sub- 
paragraph, the deduction under subsection (a) shall» be com- 
puted without regard to any deduction allowed under sub- 
paragraph (A) but shall take into account any charitable 
contributions to the organizations described in clauses (i), 
(ii), and (iii) which are in excess of the amount allowable as 
a deduction under subparagraph (A). 

(C) UNLIMITED DEDUCTION FOR CERTAIN INDIVIDUALS.— 
The limitation in subparagraph (B) shall not apply in the 
case of an individual if, in the taxable year and in 8 of the 
10 preceding taxable years, the amount of the charitable 
contributions, plus the amount of income tax (determined 
without regard to chapter 2, relating to tax on self-employ- 
ment income) paid during such year in respect of such year 
or preceding taxable years, exceeds 90 percent of the tax- 
payer’s taxable income for such year, computed without 
regard to— 

(i) this section, 
(ii) section 151 (allowance of deductions for personal 
exemptions), and 
(ili) any net operating loss carryback to the taxable 
year under section 172. 
In lieu of the amount of income tax paid during any such 
year, there may be substituted for that year the amount of 
Income tax paid in respect of such year, provided that any 
amount so included in the year in respect of which payment 
was made shall not be included in any other year. For 
purposes of this subparagraph, if the sum of the charitable con- 
tributions and the income taxes for any period of two con- 
secutive taxable years within the 10 preceding taxable years 
exceeds 90 per cent of the sum of the taxpayer’s taxable income 
for such period of two consecutive taxable years, both of the 
taxable years within each such perrod shall be deemed to satisfy 
the 90 per cent test; but no tarable years shall be included in 
more than one period of two consecutive taxable years. 
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TECHNICAL CHANGES IN CERTAIN EXCISE TAX LAWS 





Avucust 24, 1959.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 





Mr. Mitts, from the Committee on Ways and Means, submitted the 
following 


REPORT 


[To accompany H.R. 8725] 


The Committee on Ways and Means, to whom was referred the bill 
(H.R. 8725) to amend the Internal Revenue Code of 1954 to make 
technical changes in certain excise tax laws, and for other purposes, 
having considered the same, report favorably thereon with an amend- 
ment and recommend that the bill as amended do pass. 

The amendment is as follows: 

Strike out all after the enacting clause and insert: 


SECTION 1. EXEMPTION OF CORAL FROM JEWELRY, ETC., EXCISE TAX ON CERTAIN 
SE MIPRECIOUS STONES. 

(a) Exemprion.—Section 4001 of the Internal Revenue Code of 1954 (relating 
to the imposition of tax in respect of jewelry and related items) is amended by 
striking out ‘“‘Coral’’. 

(b) Errective Dars.—The amendment made by subsection (a) shall take 
effect on the first day of the first calendar month which begins more than 10 days 
after the date of the enactment of this Act. 


SEC. 2. NONPROFIT EDUCATIONAL ORGANIZATIONS 

(a) Exemrtion.—Section 4057 of the Internal Revenue Code of 1954 (relating 
to the exemption from retailers excise taxes for nonprofit educational organiza- 
tions) is amended— 

(1) bv striking out “Under” and inserting in lieu thereof “(a) Exemp- 
TION.—Under’”’; 

(2) by striking out the second sentence thereof; and 

(3) by adding at the end thereof the following new subsection: 

“(b) Derinit1ion.—For purposes of subsection (a), the term ‘nonprofit educa- 
tional organization’ means an educational organization described in section 
503(b) (2) which is exempt from income tax under section 501(a) The term also 
includes a school operated as an activity of an organization described in section 
501(c)(3) which ig exempt from income tax under section 501(a), if such school 
normally maintains a regular faculty and curriculum and normally has a regularly 
enrolled body of pupils or students in attendance at the place where its educational 
activities are regularly carried on.” 

(b) Derinir1ion.—Section 4221(d)(5) of the Internal Revenue Code of 1954 
(relating to definitions in respect of certain tax-free sales) is amended by adding 
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at the end thereof the following new sentence: ‘‘The term also includes a school 
operated as an activity of an organization described in section 501(c)(3) which is 
exempt from income tax under section 501(a), if such school normally maintains 
a regular faculty and curriculum and normally. has a regularly enrolled body of 
pupils or students in attendance at the place where its educational activities are 
regularly carried on.” 

(c) Apmissions Tax Exemption.—Section 4233(a)(1)(A) (ii) of the Internal 
Revenue Code of 1954 (relating to admissions tax exemptions) is amended by 
adding at the end thereof the following: ‘‘or a school operated as an activity of 
an organization described in section 501(c)(3) which is exempt from income tax 
under section 501(a), if such school normally maintains a regular faculty and 
curriculum and normally has a regularly enrolled body of pupils or students in 
attendance at the place where its educational activities are regularly carried on;’’. 

(d) EXEMPTION FOR SERVICES AND Facinitigs TaxEs.—Section 4294(b) of 
the Internal Revenue Code of 1954 (relating to exemption from certain facilities 
and services taxes) is amended by adding at the end thereof the following new 
sentence: ‘The term also includes a school operated as an activity of an organi- 
zation described in section 501(c)(3) which is exempt from income tax under 
section 501(a), if school normally maintains a regular faculty and curriculum and 
normally has a regularly enrolled body of pupils or students in attendance at the 
place where its educational activities are regularly carried on.” 

(e) Errective Dates.—The amendments made by subsections (a), (b), and 
(d) shall take effect as of January 1, 1959. The amendment made by subsection 
(c) shall take effect on the first day of the first calendar month which begins more 
than 10 days after the date of the enactment of this Act. 


SEC. 3. CERTAIN PAYMENTS FOR CAPITAL IMPROVEMENTS. 
(a) Exemptrion From Crus Duss Tax.—Section 4243(b) of the Internal 


Revenue Code of 1954 (relating to assessments for capital improvements) is 
amended to read as follows: 

“(b) PayMENTs FoR CapiTaL IMPROVEMENTS.—Notwithstanding any other 
provision of this part, there shall be exempted from the provisions of section 
4241 any amount paid as dues or membership fees or as initiation fees— 

“(1) for the construction or reconstruction of any social, athletic, or sporting 
facility, or 
“‘(2) for the construction or reconstruction of any capital addition to, or 
capital improvement of, any such facility, or 
““(3) for furnishings or fixtures (including installation charges) for any 
such facility, to the extent that such furnishings or fixtures are required, 
by reason of the construction or reconstruction described in paragraph (1) 
or (2), for the use of such facility upon completion of such construction or 
reconstruction ; 
except that, in the case of any such amount which is not expended for such con- 
struction, reconstruction, furnishings or fixtures (including installation charges) 
within 3 years after the date of payment of such amount, the exemption provided 
by this subsection shall cease to apply upon the expiration of such 3-year period, 
and the club or organization, rather than the person who made such payment, 
shall be liable for any tax imposed by section 4241 in respect of such payment, as 
if such payment had been made on the first day following the expiration of such 
3-year period. 

(b) TgecHNICAL AMENDMENT.—Section 4241(b) of such Code (relating to who 
pays club dues tax) is amended by striking out ‘‘The” and inserting in lieu thereof 
“Except as provided in section 4243(b), the’. 

(c) ErrectiveE Date.—The amendments made by subsections (a) and (b) shall 
apply only with respect to amounts paid on or after the first day of the first calen- 
dar month which begins more than 10 days after the date of the enactment of this 
Act for construction or reconstruction of any social, athletic, or sporting facility 
(or for any capital addition to, or capital improvement of, any such facility) 
begun on or after January 1, 1959, or for furnishings or fixtures (including installa- 
tion) required for the use of such facility upon the completion of such construction 
or reconstruction begun on or after such date. 


SEC. 4, EXEMPTION FOR CERTAIN GENERAL TELEPHONE SERVICE. 


(a) Exemprion From Tax.—Section 4253(f) of the Internal Revenue Code of 
1954 (relating to exemptions in respect of special wire service in company busi- 
ness) is amended to read as follows: 

“(f) Common CARRIERS AND COMMUNICATIONS CoMPANIES.—No tax shall be 
imposed under section 4251 on the amount paid for— 

““(1) any wire mileage service or wire and equipment service; or 
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**(2) the use of any telephone or radio telephone line or channel which 
constitutes general telephone service (within the meaning of section 4252(a)), 
but only if such line or channel connects stations between any two of which 
there would otherwise be a toll charge, 

to the extent that the amount so paid is for use by a common carrier, telephone 
or telegraph company, or radio broadcasting station or network in the conduct 
of its business as such.” 

(b) ErrectiveE DatEe.— 

(1) Subject to the provisions of paragraph (2), the amendment made by sub- 
section (a) shall apply with respect to amounts paid on or after January 1, 1959, 
for services rendered on or after such date. 

(2) The amendment made by subsection (a) shall not apply with respect to 
amounts paid pursuant to bills rendered before January 1, 1959. In the case of 
amounts paid pursuant to bills rendered on or after such date for services for 
which no bill was rendered before such date, such amendment shall apply except 
with respect to such services as were rendered more than 2 months before such 
date. In the case of services rendered more than 2 months before such date, the 
provisions of subchapter B of chapter 33 of the Internal Revenue Code of 1954 
in effect at the time such services were rendered shall apply to the amounts paid 
for such services 


SEC. 5. SALES OR TRANSFERS OF STOCK RIGHTS, ETC. 


(a) ImpostT10on or Tax.—Section 4321 of the Internal Revenue Code of 1954 
(relating to imposition of tax) is amended to read as follows: 


“SEC. 4321. IMPOSITION OF TAX 


“There is hereby imposed on each sale or transfer of shares or certificates of 
stock, or of rights to subscribe for or to receive such shares or certificates issued 
by a corporation, a tax at the rate of 4 cents on each $100 (or major fraction 
thereof) of the actual value of the certificates, of the shares where no certificates 
are sold or transferred, or of the rights, as the case may be. In no case shall the 
tax so imposed on any such sale or transfer be— 

(1) more than 8 cents on each share, or 
**(2) less than 4 cents on the sale or transfer.” 

(b) CERTIFICATION AS TO VALUE BY TRANSFEROR OR TRANSFEREE.—Section 
4323(b) of the Internal Revenue Code of 1954 (relating to the certification of 
value by a transferor or transferee) is amended to read as follows: 

“(b) CERTIFICATION AS TO VALUE BY TRANSFEROR OR TRANSFEREE.— Where 
shares or certificates of stock, or of rights to subscribe for or to receive such 
shares or certificates, are presented for transfer and the tax thereon is paid by the 
use of adhesive stamps, such shares, certificates, or rights shall be accompanied 
by a certification signed by the transferor or his agent or the transferee or his 
agent as to the actual value of the shares, certificates, or rights so transferred, 
and any corporation or transfer agent to whom such shares, certificates, or rights 
are presented shall be entitled to rely on such certification without further 
inquiry.” 

(ec) Errective Datrse.—The amendments made by subsections (a) and (b) 
shall take effect on the first day of the first calendar month which begins more than 
10 days after the date of the enactment of this Act. 

SEC. 6. COIN-OPERATED DEVICES COMMONLY KNOWN AS CLAW, CRANE, AND DIGGER 
MACHINES, ETC. 

(a) Rate or OccuPATIONAL Tax.—Section 4461 of the Internal Revenue Code 
of 1954 (relating to occupational tax on coin-operated devices) is amended by 
inserting ‘‘(a) IN GENERAL.—”’ before ‘‘There” at the beginning thereof, and by 
adding at the end of such section the following new subsection: 

‘“(b) Repucep Rate.—In the case of a device which is defined in paragraph 
(2) of section 4462(a) and which is commonly known as a claw, crane, or digger 
machine, the tax imposed by subsection (a) shall be at the rate of $10 a year (in 
lieu of $250 a vear) if— 

(1) the charge for each operation of such device is not more than 10 cents; 

‘““(2) such device never dispenses a prize other than merchandise of a 
maximum retail value of $1, and with respect to such device there is never 
a display or offer of any prize or merchandise other than merchandise dis- 
pensed by such machine; 

(3) such device is actuated by a crank and operates solely by means of 
a non-electrical mechanism; and 

‘““(4) such device is not operated other than in connection with and as 
part of carnivals or county or State fairs.” 
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(b) Errective Date.—The amendment made by subsection (a) shall apply 
with respect to periods after June 30, 1960. 


I, SUMMARY OF THE BILL 


Last year Congress passed the Excise Tax Technical Changes Act 
of 1958 which constituted the first major revision of the excise tax 
laws. Experience under this act has shown that certain refinements 
and ainda tints need to be made in that act. ‘This bill provides 
for six such changes: 

(1) It deletes from the tax on jewelry ‘“‘coral’’ when sold as a 
stone and not as a part of a piece of mounted jewelry. 

(2) It makes it clear that the exemptions from the retailers’, 
manufacturers’, communications, and transportation of persons 
taxes for nonprofit educational organizations include parochial 
schools which are merely an activity of a church as well as those 
which are separate educational organizations. It also makes a 
similar modification in the case of the exemption for nonprofit 
educational organizations in the case of the admissions tax. 

(3) It modifies the exemption from the club dues tax presently 
available in the case of capital improvements. ‘This exemption 
is to be available for payments for capital improvements, whether 
made in connection with the dues tax or the initiation tax, which 
are spent for the construction or reconstruction within the three 
year period after the club receives the amount from the member. 
In addition, the exemption is to be available with respect to 
furnishings and fixtures for the use of the facility constructed or 
reconstructed. 

(4) It restores the exemption, in thie case of the communications 
taxes, formerly provided for common carriers and communication 
companies in the case of leased wires now classified as general 
telephone service which connect two stations for which a toll 
charge would otherwise be made. 

(5) It modifies the documentary stamp tax applicable to trans- 
fers to make it apply in the case of stock rights or warrants on the 
basis of the value of the rights or warrants rather than on the 
basis of the value of the underlying stock. 

(6) It reduces from $250 to $10 the occupational tax applicable 
to so-called claw, crane, or digger machines used at carnivals or 
fairs where the charge is not in excess of 10 cents, the merchandise 
prizes provided have a value of not more than $1 and the machines 
are activated by a nonelectrical mechanism. 


Il. GENERAL EXPLANATION OF BILL 


Last year Congress in passing the Excise Tax Technical Changes 
Act of 1958 (H.R. 7125, 85th Cong., 2d sess.; Public Law 85-859; 
Sept. 2, 1958) undertook a comprehensive revision of the technical 
and administrative provisions of the Federal excise taxes. In a 
technical revision bill of this magnitude almost of necessity there are 
changes made which after experience in actual operations require 
further modifications. This bill is designed to make a series of six 
modifications required as a result of this revision. The changes made 


bY the bill are discussed below in the order of the various sections of 
the bill. 
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1. Deletion of “coral’’ from the list of semiprecious stones subject to the 
10 percent jewelry tax 

Before the enactment of the Excise Tax Technical Changes Act of 
1958 there was included in the base of the 10 percent retailers’ excise 
tax on jewelry and related items (sec. 4001) “pearls, precious and 
semiprecious stones, and imitations thereof.” However, uncertainty 
as to what constituted semiprecious stones and imitations presented 
problems for both the taxpayers and the Internal Revenue Service. 
In view of this, the 1958 act deleted the reference to “‘precious and 
semiprecious stones, and imitations thereof” and substituted a specific 
list of stones (real or synthetic) which are subject to tax. 

Among these stones specifically listed in the 1958 act was ‘‘coral.’’ 
However, it has been found that although some coral is sold for use as 
a gem the bulk of it is sold for ornamentation of fish bowls. More- 
over, it is believed that coral has a relatively small value unless com- 
bined with mountings or settings. In view of this your committee 
believes that coral should be omitted from the list of stones subject 
to tax and has so provided in the first section of this bill. 

The deletion of coral from the list of taxable stones will not affect 
the taxable status of necklaces, or other articles of adornment, con- 
taining coral. In these cases the items will continue to be taxable 
under another provision of the tax on jewelry which taxes “‘all articles 
commonly or commercially known as jewelry.” 

This change is to become effective as of the first day of the first 
04 i more than 10 days after the date of enactment of 
this bill. 


2. Certain nonprofit educational organizations 


The Excise Tax Technical Changes Act of 1958 provided an exemp- 
tion for “nonprofit educational organizations” in the case of retailers’ 
excises, manufacturers’ excises, the taxes on communications services, 
and the tax on the transportation of persons. These exemptions are 
available for purchases of taxable articles and services by these organi- 
zations. The exemptions were added by the 1958 act on the grounds 
that not to do so would have been discriminatory. It was pointed out 
that prior to that act exemptions were provided from these taxes for 
public schools and colleges but not private nonprofit institutions. 

Under the 1958 act an exempt “nonprofit educational organization” 
was defined as an educational organization described in section 
503 (b) (2) of the code which is exempt from income tax under section 
501(a). Section 503(b) (2) of the code refers to 


an educational organization which normally maintains 
a regular faculty and curriculum and normally has a regularly 
enrolled body of pupils or students in attendance at the 
place where its educational activities are regularly carried on. 


Questions have been raised as to whether the reference to ‘‘educa- 
tional organizations” in this definition covers parochial schools which 
are merely an activity of a church and not separate entities. In 
accord with the clear intent of Congress in enacting this legislation 
last year, the Treasury Department in Treasury Decision 6344 has 
taken the position that the exemption for “nonprofit educational 
organizations” did cover these parochial schools. Your committee 
believes it is desirable to amend the code on this point so that it 
clearly reflects this position. 
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As a result, section 2 of this bill amends the pertinent sections for 
the retailers’ taxes (sec. 4057), the manufacturers’ taxes (sec. 
4221(d)(5)) and the taxes on communications and transportation of 
persons (sec. 4294(b)), to add in each case a sentence providing that 
the term “nonprofit educational organization” includes a school oper- 
ated as an activity of an exempt religious, educational, charitable, etc., 
organization if it maintains a regular faculty and curric ulum and 
normally has a regularly enrolled “body of pupils or students in at- 
tendance at the place where its educational activities are regularly 
carried on. 

In addition the code also contains an exemption from the admissions 
taxes for educational institutions described in section 501(c)(3) which 
are exempt from tax under section 501(a). This also contains an 
exemption for educational organizations of governmental units having 
a regular faculty, curriculum, etc. Although this was not provided 
by the 1958 act, your committee believed that for purposes of con- 
sistency and uniformity in excise tax administration it was desirable 
to add a clause specifically including within the exemption schools 
carried on as an activity of other exempt religious, educational, 
charitable, etc., organizations in the same manner as in the case of 
the other taxes referred to above. No inferences, however, are to be 
drawn from this as to the extent of the existing exemptions. 

The amendments made by this section, to the extent they relate to 
the changes made by the Technical Changes Act of 1958, are made as 
of the general effective date for title I of that act, namely, January 1, 
1959. This date is provided since these amendments are declaratory 
of existing law. 

The amendment to the admissions tax exemption is to be effective 
as of the beginning of the first month starting more than 10 days after 
the date of enactment of this bill. 


3. Exemption for capital improvements in the case of the club dues taz 


In the case of the 20 percent club dues tax, the Excise Tax Technical 
Changes Act of 1958 provided an exemption for assessments for capital 
improvements. It was indicated that this exemption was granted 
because the construction or reconstruction of capital facilities repre- 
sents especially heavy burdens for many clubs and that it was unfor- 
tunate to add to this already heavy burden by the imposition of a 
tax. 

Experience under this exemption has suggested the desirability of 
several refinements. First, reference to exemptions only for ‘‘assess- 
ments” for capital improvements has limited the application of the 
exemption to dues since the term “dues” is defined as including any 
assessment. This precludes an exemption for initiation fees even 
though the amounts collected are used for the construction or recon- 
struction of otherwise qualifying capital improvements. 

Second, the exemption is not available in the case of assessments for 
required furnishings and fixtures since such amounts are not for the 
“facility” being constructed or reconstructed. 

Third, there is no indication in the present exemption as to how long 
after the payment of the assessment the construction or reconstruction 
may occur, or how specific the plans must be for this construction or 
reconstruction. 

In view of these problems section 3 of this bill rewrites this exemp- 
tion to provide for the problems referred to above. First, it provides 
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an exemption for amounts paid for dues or membership fees or as 
initiation fees (instead of referring only to assessments which relate 
only to dues). 

Second, it provides an exemption not only in the case of the con- 
struction or reconstruction of a social, athletic, or sporting facility or 
for a capital addition or improvement in such a facility, but also for 
certain furnishings or fixtures (including installation charges) for such 
a facility. To qualify the furnishings or fixtures must be required by 
reason of the construction or reconstruction for the use of the facility 
upon the completion of the work. For example, this would include 
required furniture, drapes, carpeting, refrigerators, etc., for a new 
facility, or for any portion of an existing facility which is reconstructed. 

Third, the exemption is limited to amounts spent for construction 
or reconstruction or required furnishings or fixtures within 3 years 
after the date of payment by the club member. The tax on amounts 
not so spent becomes payable immediately after the expiration of the 
3-year period and in this case is payable by the club rather than the 
member. The shift in the incidence of the tax in this case is provided 
because of the problem which would otherwise be presented in attempt- 
ing to trace back to members of the club 3 years earlier. 

These changes are made effective for amounts paid on or after the 
first day of the first month beginning more than 10 days after the 
date of enactment of this bill. In addition, the amounts paid must 
be for construction or reconstruction of a facility begun on or after 
January 1, 1959, or for furnishing or fixtures for such a facility upon 
its completion. 


4. Exemption for certain telephone lines or channels used by common 
carriers, or communications companies 


Because the excise taxes on communications services had, to some 
degree, become obsolete in their operation and because of technological 
changes in the industry, the Excise Tax Technical Changes Act of 
1958 made a major revision in the terminology and definitions of the 
taxable types of services. 

One of the former taxable categories was “leased wire, teletype- 
writer, or talking circuit special service.” Part of this category was 
separated out into what is now known as teletypewriter exchange 
service. Most of the remainder of the old category is now in what is 
called wire mileage service. However, a portion of the old category 
now appears in the category known as general telephone service. 
Formerly, leased wires were included in local telephone service when 
they were entirely within a local exchange area. The 1958 act 
however, dropped this distinction based on local exchange area and 
instead included in general telephone service, telephone service 
“which may be connected (directly or indirectly) to an exchange 
operated by a person engaged in the business of furnishing communica- 
tion service.” As a result the category ‘‘general telephone service”’ 
now includes some of the leased wire services beyond a local exchange 
area which were formerly in the category “leased wire, teletypewriter, 
or talking circuit special service.’””’ They are in this category in some 
cases because they are directly connected through telephone company 
switchboards and sometimes because they are indirectly so connected 
through switchboards the subscribing company may itself have. 

The problem arising from this shift of some of the leased wire 
services to the general telephone service category relates to the exemp- 
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tion previously provided for “leased wire, teletypewriter, or talking 
circuit special services” in the case of common carriers (such as the 
railroads, airlines, and trucking companies) and telephone, telegraph, 
and radio broadcasting companies. The exemption for these carriers 
or communication companies was continued by the 1958 act for those 
services classified as “wire mileage service.” It is not available, 
however, for the wire services classified as general telephone services. 
The denial of this existing exemption was not intended in the 1958 act 
and your committee in this bill is therefore correcting this oversight. 

The bill in section 4 deals with this problem by expanding “the 
exemption in present law relating to special wire service used in com- 
pany business (sec. 4253(f)) At present this provides an exemption 
from the tax on wire mileage service and wire and equipment service 
used by a common carrier, telephone or telegraph company, or radio 
broadcasting station or network in the conduct of its business. The 
bill expands this to include any telephone (or radio telephone) line 
(or channel) constituting general telephone service used by one of 
these companies in the conduct of its business. However, this new 
exemption is available only if the telephone line (or radio telephone 
channel) connects stations between any two of which there would be 
a toll charge in the case of the usual telephone service. This latter 
limitation is in lieu of the former restriction to the effect that not all of 
the leased wire could be in a local exchange area for the exemption to 
be available. The question as to whether there is a toll charge 
between two points is to be determined on the basis of whether there 
would be such a charge in the case of unlimited telephone service. 

In determining what constitutes one or more lines, for purposes of 
determining whether or not a single line extends beyond a toll area, 
any switchboard connection interposed between two stations, which 
makes it possible to carry on two independent conversations at the 
same time, will result in the lines being considered as two lines. In 
a case of this type, if one station and the switchboard just referred to 
were so located that otherwise there would be no toll charge for calls 
between these points, no exemption would be available for this portion 
of the service. On the other hand, if there is interposed between the 
two stations a so-called dropline, which makes it possible to carry on 
a conversation between either one of the stations and the point con- 
nected by the dropline (but it is impossible to carry on two conversa- 
tions at once), then the entire service will be considered as one line. 
As a result if the two stations are so located that generally there would 
be a toll charge for calls between the two stations, the portion of the 
service between the station and the point connected by the dropline, 
even though there would otherwise be no toll charge between these 
points, will not result in this portion of the service being subjected to 
tax. 

These changes are made effective as if they had been enacted as a 
part of the Excise Tax Technical Changes Act of 1958 at the time of 
itsenactment. This will assure continuity of the exemption applicable 
to leased wire services. To accomplish this result this bill permits 
rebilling, or amending of bills, back to January 1, 1959. 


5. Measure for documentary stamp transfer tax in the case of stock rights 
on warrants 

Prior to the passage of the Excise Tax Technical Changes Act of 

1958, the documentary stamp transfer tax in the case of stock was 
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based primarily on the par or face value of the certificates or shares, 
The reports on the 1958 act pointed out that using par value as the 
basis for the tax was arbitrary and discriminated against stocks with 
low actual values. Therefore, that act, in general, changed this to a 
tax of 4 cents per $100 based on the actual value of the shares. 

A problem has arisen with this “actual value’ tax, however, in the 
case of stock rights and warrants. The statute imposes a tax not 
only on the sale or transfer of shares or certificates of stock but also 
on the “‘rights to subscribe for or to receive’’ such shares or certificates 
However, the only tax base referred to in the statute is the actual 
value of the “‘certificates (or of the shares where no certificates are 
sold or transferred).”” As a result, the Treasury Department has 
held that in the case of the transfer of rights to subseribe for, or to 
receive, stock, the tax is based, not on the value of the rights sold or 
transferred, but rather on the value of the underlying shares of stock 
which may be acquired upon the exercise of the rights. Thus, the 
tax imposed in the case of stock rights or warrants may be several 
times the tax which would be imposed if it were imposed with respect 
to the value of the rights or warrants. 

The discrimination referred to can be illustrated by an example. 
Assume a person sells for $1,000 a block of 100 warrants to buy a 
specific stock at $20 a share. Assume further that the stock is then 
selling for $29 a share with the result that the 100 shares of stock 
underlying the warrants have a value of $2,900. Under present law 
at a rate of 4 cents per $100 of this value, this means a stamp tax of 
$1.16 on the block of 100 warrants. However, if the tax were based 
on the value of the warrants, namely, the $1,000, rather than the 
value of the stock, the tax would be 40 cents or about a third of the 
tax now imposed. 

The bill in section 5 corrects this inequitable treatment of stock 
rights and warrants by basing the tax in the case of ‘‘rights to sub- 
scribe for or to receive” shares or certificates on the actual value of the 
“rights” rather than on the actual value of the shares or certificates. 

Under present law the tax on any sale or transfer may not be more 
than 8 cents per share or less than 4 cents on the sale or transaction. 
Under this bill the minimum of 4 cents on the sale or transaction will 
also apply to the sale of stock rights or warrants on a transaction basis. 
The maximum of 8 cents per share, however, is to continue to apply, 
in the case of stock rights or warrants, to the underlying shares of 
stock. 

This change is to be effective as of the first day of the first month 
beginning more than 10 days after the date of enactment of this bill. 


6. Gaming devices commonly known as claw, crane, and digger machines 

Under present law an occupational tax of $10 per year is levied 
with respect to a music or amusement machine or with respect to 
certain l-cent vending machines dispensing merchandise prizes with 
a retail value of not more than 5 cents. Other slot or gaming ma- 
chines are subject to an occupational tax of $250 per year per machine. 
Included in this latter category are certain so-called claw, crane, and 
digger machines. The particular type of machine referred to here is 
one which is not electrically activated and, therefore, the question of 
whether or not a prize is obtained depends, to a substantial extent, 
upon the skill of the operator in handling the crank operating the 
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claw, crane, or digger machine. Moreover, the $250 tax in the case 
of the machines dispensing prizes of relatively small value and pro- 
viding for charges of only 5 cents or 10 cents, constitutes sucb a heavy 
burden that it is not possible in many cases to operate the machines 
at a profit. Where machines of this type are operated as a part of 
carnivals or county or State fairs, it appears undesirable to in effect 
deny this type of amusement by the imposition of such a tax burden. 

In view of these considerations, your committee has provided that 
devices commonly known as claw, crane, or digger machines are to 
be subject to a $10 a year tax, instead of the regular $250 gaming 
machine tax, if the following four conditions are met: 

(1) The charge for each operation of the machine is not more 
than 10 cents; 

(2) The prizes dispensed by the machine are merchandise with 
a retail value of not more than $1, there is no advertisement to 
the effect that any prize other than that dispensed by the machine 
is offered, and no such other prize is given; 

(3) The device is activated by a crank and has a nonelectrical 
mechanism; and 

(4) The device is not operated other than in connection with 
carnivals or county or State fairs. 

The reference to carnivals or county or State fairs is intended to 
distinguish between the temporary use of such machines at fairs and 
carnivals from the more permanent use of such machines in arcades 
of amusement parks, etc. 

This reduced rate covers both the coin-operated and the similar 
machines which are operated without the insertion of a coin, token, 
or similar object. Where a machine qualifies for the reduced rate, the 
owner paying only $10 on July 1 of a year, and then subsequently the 
machine is diverted to use requiring the payment of the full $250 tax, 
the higher rate tax is to become applicable but only for the portion of 
the year (computed on a monthly basis) beginning with the month 
in which such new use occurs. : ; dE 

This amendment is made effective for periods beginning after June 
30, 1960. 

CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as intro- 
duced, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italic, existing law 
in which no change is proposed is shown in roman); 
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INTERNAL REVENUE CODE OF 1954 
CHAPTER 31—RETAILERS EXCISE TAXES 


Subchapter A. 
Subchapter B. 
Subchapter C. 
Subchapter D. 
Subchapter E. 


Furs. 


Special fuels. 


Jewelry and related items, 


Toilet preparations. 
Luggage, handbags, ete. 


Subchapter F. Special provisions applicable to retailers tax. 


SUBCHAPTER A—JEWELRY AND RELATED ITEMS 


Sec. 4001. Imposition of tax. 


Sec. 4002. Definition of sale includes auctions. 


Sec. 4003. Exemptions. 
SEC. 4001. IMPOSITION OF TAX. 


There is hereby imposed upon the following articles sold at retail a 
tax equivalent to 10 percent of the price for which so sold: 
All articles commonly or commercially known as jewelry, 


whether real or imitation. 


The following stones, by whatever name called, whether real or 


synthetic: 
Amber 
Beryl! of the following types: 
Aquamarine 
Kmerald 
Golden Beryl 
Heliodor 
Morganite 


Chrysoberyl of the following types: 


Alexandrite 
Cat’s-eye 
Chrysolite 


[Coral] 


Corundum of the following types: 


Ruby 
Sapphire 

Diamond 

Feldspar of the following type: 
Moonstone 

Garnet 

Jadeite (Jade) 


~ * * 


Jet 
Lapis lazuli 
Nephrite (Jade) 
Opal 
Pearls (natural and cultured) 
Peridot 
Quartz of the following types: 
Amethyst 
Bloodstone 
Citrine 
Moss agate 
Onyx 
Sardonyx 
Tigereye 
Spinel 
Topaz 
Tourmaline 
Turquoise 
Zircon. 
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SUBCHAPTER F—SPECIAL PROVISIONS APPLICABLE TO RETAILERS 
TAX 


Sec. 4051. Definition of price. 
Sec. 4052. Lease considered sale. 
Sec. 4053. Computation of tax on installment sales, etc. 
Sec. 4054. Application of taxes to sales by Unites States, ete. 
Sec. 4055. State and local government exemption. 
Sec. 4056. Exemption for exports. 
Sec. 4057. Exemption for nonprofit educational organizations, 
Sec. 4058. Cross reference. 
SEC. 4051. [DEFINITION OF PRICE] DEFINITIONS. 

(a) Price.—In determining, for the purposes of this chapter, 
the price for which an article is sold, there shall be included any charge 
for coverings and containers of whatever nature, and any charge inci- 
dent to placing the article in condition packed ready for shipment, but 
there shall be excluded the amount of tax imposed by this chapter, 
whether or not stated as a separate charge. A transportation, de- 
livery, insurance, installation, or other charge (not required by the 
foregoing sentence to be included) shall be excluded from the price 
only if the amount thereof is established to the satisfaction of the 
Secretary or his delegate, in accordance with the regulations. There 
shall also be excluded, if stated as a separate charge, the amount of 
any retail sales tax imposed by any State or Territory or political 
subdivision of the foregoing, or the District of Columbia, whether the 
liability for such tax is imposed on the vendor or the vendee. 

(6) Sozp at Rerart.— 

(1) In GeneraL.—For purposes of this chapter, the term ‘sold 
at retail” means any sale of an article subject to tax under section 
4001, 4011, 4021, or 4081 other than a sale to a person in the business 
of selling any article at wholesale or at retail for the purpose of the 
resale of such taxable article by such person. 

(2) IsoLaTED OR OCCASIONAL SALE.—The term “sold at retail’’ 
shall not include an isolated or occasional sale of an article by a 
person who is not in the business of selling any article at wholesale 
or at retail. 

(3) JewreLtry.—An article listed in section 4001 shall be con- 
sidered as sold for resale if it is sold for incorporation in, and sale 
as part of, another article. 

(4) SALE FOR FURTHER MANUFACTURE.—The term “‘sold at 
retail” shall not include the sale of— 

(A) an article listed in section 4011 or 4081, for use by the 
purchaser as material in the manufacture of, or as a com- 
ponent part of, any article to be sold by him, or 

(B) an article listed in section 4021 for use by the purchaser 
as material in the manufacture of, or as a component part of, 
(i) an article not listed wn such section, or (ii) an article listed 
in section 4021 to be sold by him. 


* * * + * * * 
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SEC. 4057. EXEMPTION FOR NONPROFT EDUCATIONAL ORGANI- 
ZATIONS. 

(a) Exemprion.—Under regulations prescribed by the Secretary 
or his delegate, no tax shall be imposed under this chapter with respect 
to the sale of any article to a nonprofit educational organization for 
its exclusive use, or, in the case of a tax imposed by section 4041, with 
respect to the use by a nonprofit educational organization of any liquid 
as a fuel. [For purposes of this section, the term “nonprofit educa- 
tional organization”? means an educational organization described in 
edie oe (2) which is exempt from income tax under section 
501(a). 

(b) Derinirion.—For purposes of subsection (a), the term ‘‘non- 
profit educational organization” means an educational organization 
described in section 503(b)(2) which is exempt from income tax under 
section 501(a). The term also includes a school operated as an activity 
of an organization described in section 501(c)(8) which is exempt from 
income tax under section 501(a), provided the primary function of such 
school is the presentation of formal instruction and provided such school 
normally maintains a regular faculty and curriculum and normally has 
a regularly enrolled body of pupils or students in attendance at the place 
where its educational activities are regularly carried on. 

* + * * * * 


CHAPTER 32—MANUFACTURERS EXCISE TAXES 


Subchapter A. Automotive and related items. 

Subchapter B. Household type equipment, etc. 

Subchapter C. Entertainment equipment. 

Subchapter D. Recreational equipment. 

Subchapter E. Other items. 

Subchapter F. Special provisions applicable to manufacturers tax. 
* * * x x * 


SUBCHAPTER E—OTHER ITEMS 


Part I. Business machines. 
Part II. Pens and mechanical pencils and lighters. 
Part III. Matches. 


Part I—Business Machines 


Sec. 4191. Imposition of tax. 
Sec. 4192. Exemptions. 
Sec. 4193. Definitions. 
SEC. 4191. IMPOSITION OF TAX. 
There is hereby imposed upon the sale by the manufacturer, pro- 
ducer, or importer of the following articles (including in each case parts 
or accessories of such articles sold on or in connection therewith, or 
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with the sale thereof), a tax equivalent-to 10 percent of the price for 


which so sold: 


Adding machines 

Addressing machines 

Autographic registers 

Bank proof machines 

Billing machines 

Bookkeeping machines 

Calculating machines 

Card punch machines 

Cash registers 

Change making machines 

Check writing, signing, canceling, 
perforating, cutting, and dating 
machines and other check pro- 


Fare registers and boxes 

Listing machines 

Line-a-time and similar machines 

Mailing machines 

Multigraph machines, type-setting 
machines and type justifying 
machines 

Numbering machines 

Portable paper fastening machines 

Payroll machines 

Pencil sharpeners 

Postal permit mailing machines 

Punch card machines 





tector machine devices 
Computing machines 
Coin counters 
Dictographs 
Dictating machines 
Dictating machine record shaving 

machines 
Duplicating machines 
Embossing machines 
Envelope opening machines 
Erasing machines 
Folding machines 
Fanfold machines 
SEC, 4192. EXEMPTIONS. 

No tax shall be imposed under section 4191 on the sale of cash 
registers of the type used in registering over-the-counter retail sales, or 
on the sale of stencil cutting machines of the type used in shipping 
departments in making cutout stencils for marking freight shipments. 
SEC. 4193. DEFINITION. 

For purposes of section 4191, the terms ‘calculating machines’’ or 
“computing machines” includes calculating or computing machines or 
systems regardless of size or design. 


Sorting machines 

Stencil cutting machines 
Shorthand writing machines 
Sealing machines 
Tabulating machines 
Ticket counting machines 
Ticket issuing machines 
Typewriters 

Transcribing machines 
Time recording devices 
Combinations of any of the fore- 


going 





ok ok * * * * * 
SEC. 4221. CERTAIN TAX-FREE SALES. 
* * * * . + * 
(d) Derinitions.—For purposes of this section 
(1) Manuracturer.—The term “manufacturer” includes a 


producer or importer of an article. 

(2) Export.—The term “export” includes shipment to a pos- 
session of the United States; and the term “exported” includes 
shipped to a possession of the United States. 

(3) SUPPLIES FOR VESSELS OR AIRCRAFT.—The term ‘‘supplies 
for vessels or aircraft’’ means fuel supplies, ships’ stores, sea stores, 
or legitimate equipment on vessels of war of the United States or 
of any foreign nation, vessels employed in the fisheries or in the 
whaling business, or vessels actually engaged in foreign trade or 
trade between the Atlantic and Pacific ports of the United States 
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or between the United States and any of its possessions. For 
purposes of the preceding sentence, the term ‘“‘vessels’’ includes 
civil aircraft employed in foreign trade or trade between the 
United States and any of its possessions, and the term ‘“‘vessels 
of war of the United States or of any foreign nation” includes 
aircraft owned by the United States or by any foreign nation and 
constituting a part of the armed forces thereof. 

(4) STATE OR LOCAL GOVERNMENT.—The term “State or local 
government” means any State, Hawaii, the District of Columbia, 
or any political subdivision of any of the foregoing. 

(5) NONPROFIT EDUCATIONAL ORGANIZATION.—The term “‘non- 
profit educational organization” means an educational organiza- 
tion described in section 503(b)(2) which is exempt from income 
tax under section 501(a). The term also includes a school operated 
as an activity of an organization described in section 501(c)(8) 
which is exempt from income tax under section 501(a), provided the 
primary function of such school is the presentation of formal instruc- 
tion and provided such school normally maintains a regular faculty 
and curriculum and normally has a regularly enrolled body of pupils 
or students in attendance at the place where its educational activities 
are regularly carried on. 

(6) Use IN FURTHER MANUFACTURE.— An article shall be treated 
as sold for use in further manufacture if— 

(A) such article (other than an article referred to in sub- 
paragraph (B)) is sold for use by the purchaser as material 
in the manufacture or production of, or as a component part 
of, another article taxable under this chapter to be manu- 
factured or produced by him; or 

(B) in the case of a part or accessory taxable under section 
4061(b), a radio or television component taxable under sec- 
tion 4141, or a camera lens taxable under section 4171, such 
article is sold for use by the purchaser as material in the 
manufacture or production of, or as a component part of, 
another article to be manufactured or produced by him. 

* * * OK * * 


SEC. 4233. EXEMPTIONS. 
(a) ALLowaNnce.—No tax shall be imposed under section 4231 in 
respect of: 
(1) CERTAIN RELIGIOUS, EDUCATIONAL, OR CHARITABLE ENTER- 
TAINMENTS, ETC.— 
(A) IN GenERAL.—Except as provided in subparagraph 
(C), any admissions all the proceeds of which inure ex- 
clusively to the benefit of— 
(i) a church or a convention or association of churches; 
(ii) an educational [institution] organization de- 
scribed in section [[501(c)(3)]} 403(6)(2) which is 
exempt from income tax under section 501(a) [or which 
is]; an educational [institution] organization of a gov- 
ernment or political subdivision thereof, if such organi- 
zation normally maintains a regular faculty and curricu- 
lum and normally has a regularly [organized] enrolled 
body of pupils or students in attendaace at the place 
where its educational activities are regularly carried on; 
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or a school operated as an activity of an organization de- 
scribed in section 501 (ec) (3) which 1s exempt from income 
tax under section 501(a), provided the primary function of 
such school is the presentation of formal instruction and 
provided such school normally maintains a regular faculty 
and curriculum and normally has a regularly enrolled 
body of pupils or students in attendance at the place where 
its educational activities are regularly carried on. 
J * * * x *” * 


SEC. 4243. EXEMPTIONS. 

(a) * * * 

[(b) AssessMENTs FoR CapiITtAL IMPROVEMENTS.—Notwithstand- 
ing any other provision of this part, there shall be exempted from the 
provisions of section 4241 any assessment paid for the construction or 
reconstruction of any social, athletic, or sporting facility (or for the 
construction or reconstruction of any capital addition to, or capital 
improvement of, any such facility).] 

(6) Paymenrs ror Capirat Improvements.—Notwithstanding any 
other provision of this part, there shall be exempted from the provisions 
of section 4241 any amount paid as dues or membership fees or as 
initiation fees— 

(1) For the construction or reconstruction of any social, athletic, 
or sporting facility, or 
2) For the construction or reconstruction of any capital addition 
to, or capital improvement of, any such facility, or 
(3) For furnishings or equipment (including wmstallation charges) 
for any such facility, to the extent that such furnishings or equip- 
ment are required for the use of such facility wpon the completion 
of the construction or reconstruction described in paragraph (1) or 
(2), 
except that, in the case of any such amount which is not expended for 
such construction, reconstruction, furnishings or equipment (including 
installation charges) within 3 years after the date of payment of such 
amount, the exemption provided by this subsection shall cease to apply 
upon the expiration of such 3-year period, and the club or organization, 
rather than the person who made such payment, shall be liable for any 
tax imposed by section 4241 in respect of such payment, as if such pay- 
ment had been made on the first day following the expiration of such 
8-year period. 


* * * * . * * 
SEC. 4253. EXEMPTIONS. 
* * * * * * 


[C(f) Spectra, Wrre Service 1x Company Bustness.—No tax shall 
be imposed under section 4251 on the amount paid for so much of 
any wire mileage service or wire and equipment service as is used in 
the conduct, by a common carrier or a telephone or telegraph company 
or radio broadcasting station or network, of its business as such. ] 

(f) Spectra Wire Service IN Company Bustness.—No tax shall 
be imposed under section 4251 on the amount paid for— 

(1) so much of any wire mileage service or wire and equipment 
service as is used in the conduct, by a common carrier or a telephone 
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or telegraph company or radio broadcasting station or network, of its 
business as such; or 

(2) any telephone line or channel which constitutes general tele- 
phone service (within the meaning of section 4252(a)) provided that 
(A) such line or channel is used by a common carrier or a telephone 
or telegraph company or radio broadcasting station or network in 
the conduct of its business as such, and (PB) such line or channel 
connects stations between any two of which there would otherwise be 


a toll charge. 
* * * * x * * 
SEC. 4294. EXEMPTION FOR NONPROFIT EDUCATIONAL ORGANI. 
ZATIONS. 


(a) Exemprtion.—Under regulations prescribed by the Secretary or 
his delegate, no tax shall be imposed under section 4251 or 4261 on 
any amount paid by a nonprofit educational organization for services 
or facilities furnished to such organization. 

(b) Derinrrion.—For purposes of subsection (a), the term “non- 
profit educational organization” means an educational organization 
described in section 503(b)(2) which is exempt from income tax under 
section 501(a). The term also includes a school operated as an activity 
of an organization described in section 501 (c) (3) which is exempt from 
income tax under section 501(a), provided the primary funetion of such 
school is the presentation of formal instruction and provided such school 
normally maintains a regular faculty and curriculum and normally has 
a regularly enrolled body of pupils or students in attendance at the place 
where its educational actinties are regularly carried on. 

* * *x * * * * 


SEC. 4321. IMPOSITION OF TAX. 


[There is hereby imposed, on each sale or transfer of shares or 
certificates of stock, or of rights to subscribe for or to receive such 
shares or certificates, issued by a corporation, a tax at the rate of 4 
cents on each $100 (or major fraction thereof) of the actual value of 
the certificates (or of the shares where no certificates are sold or 
transferred). In no case shall the tax so imposed on any such sale 
or transfer be— 

[(1) more than 8 cents on each share, or 

[(2) less than 4 cents on the sale or transfer. J 

There is hereby imposed on each sale or transfer of shares or certificates 
of stock, or of rights to subscribe for or to receive such shares or certificates, 
wssued by a corporation, a tax at the rate of 4 cents on each $100 (or major 
fraction thereof) of the actual value of the certificates, of the shares where 
no certificates are sold or transferred, or of the rights, as the case may be. 
In no case shall the tax so imposed on any such sale or transfer be less 
than 4 cents on the transaction involving the sale or transfer. In the 
case of the sale or transfer of shares or certificates of stock, the tax im- 
— on any such sale or transfer shall not be more than 8 cents on each 
share. 


* * « * * * * 
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SEC, 4323. AFFIXING OF STAMPS. 
* * * « * * * 

[(b) Certirication as To Vatuge BY TRANSFEROR OR TRANS- 
FEREE.—Where shares or certificates of stock, or of rights to subscribe 
for or to receive such shares or certificates, are presented for transfer 
and the tax thereon is paid by the use of adhesive stamps, such shares 
or certificates shall be accompanied by a certificate signed by the 
transferor or his agent or the transferee or his agent as to the actual 
value of the shares or certificates so transferred and any corporation 
or transfer agent to whom such shares or certificates are presented 
shall be entitled to rely on such certification without further inquiry.] 

(6) CertiricATION AS TO VALUE BY TRANSFEROR OR TRANSFEREE.— 
Where shares or certificates of stock, or of rights to subscribe for or to 
receive such shares or certificates, are presented for transfer and the tax 
thereon is paid by the use of adhesive stamps, such shares, certificates, 
or rights shall be accompanied by a certification signed by the transferor 
or his agent or the transferee or his agent as to the actual value of the 
shares, certificates, or rights so transferred, and any corporation or transfer 
agent to whom such shares, certificates, or rights are presented shall be 
entitled to rely on such certification without further inquiry. 

* * * * * * * 


SEC. 4461. IMPOSITION OF TAX. 

(a) In Generat.—There shall be imposed a special tax to be paid 
by every person who maintains for use or permits the use of, on any 
place or premises occupied by him, a coin-operated amusement or 
gaming device at the following rates: 

(1) $10 a year, in the case of a device defined in paragraph (1) 
of section 4462(a); 

(2) $250 a year, in the ease of a device defined in paragraph (2) 
of section 4462(a); and 

(3) $10 or $250 a year, as the case may be, for each additional 
device so maintained or the use of which is so permitted. If one 
such device is replaced by another, such other device shall not be 
considered an additional device. 

(b) Exemprion.—For purposes of this section a device defined in 
paragraph (2)(D) of section 4462(a) shall be classified under paragraph 
(1) and not paragraph (2) of subsection (a) if— 

(1) the charge for each operation of such device is not more than 
10 cents, 

(2) such device never displays, offers, or dispenses a prize other 
than merchandise of a maximum retail value of $1, 

(3) such device is actuated by a crank and operates solely by means 
of a non-electrical mechanism, and 

(4) such device is nut operated other than in connection with and 
as part of carnivals or county or State fairs. 

SEC. 4462. DEFINITION OF COIN-OPERATED AMUSEMENT OR GAM- 
ING DEVICE. 
(a) In GeneraL.—For purposes of this subchapter, the term ‘‘coin- 
operated amusement or gaming device’? means— 
(1) any machine which is— 
(A) a music machine operated by means of the insertion 
of a coin, token or similar object. 
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(B) a vending machine operated by means of the insertion 
of a one cent coin, which, when it dispenses a prize, never 
dispenses a prize of a retail value of, or entitles a person to re- 
ceive a prize of a retail value of, more than 5 cents, and if the 
only prize dispensed is merchandise and not cash or tokens, 

(C) an amusement machine operated by means of the 
insertion of a coin, token, or similar object, but not including 
any device defined in paragraph (2) of this subsection, or 

(D) a machine which is similar to machines described in 
subparagraph (A), (B), or (C), and is operated without the 
insertion of a coin, token or similar object; and 


(2) [any] Any machine which is— 


(A) [a] A so-called ‘slot’? machine which operates by 
means of the insertion of a coin, token, or similar object and 
which, by application of the element of chance, may deliver, 
or entitle the person playing or operating the machine to 
receive, cash, premiums, merchandise, or tokens, [or] 

{(B) a machine which is similar to machines described in 
subparagraph (A) and is operated without the insertion of 
a coin, token, or similar object.] 

(B) A machine which is similar to machines described in 
subparagraph (A) and is commonly known as claw, crane or 
digger machine, 

(C) A machine which is similar to machines described in 
subparagraph (A) and is operated without the insertion of a 
coin, token, or similar object, or 

(D) A machine which is similar to machines described in 
subparagraph (B) and is operated without the insertion of a 
coin, token, or similar object. 


O 





